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(President): May I say a few words about our future 
programme? Mr. Hill is going to be cross-examined 
and, presumably, re-examined, today. Tomorrow Mr. 
Lawson is going to be cross-examined and re-examined, 
and the programme before me assumes that that will 
take the morning. In the afternoon Mr. Grant is to 
address us on behalf of the Beckenham Objectors, Mr. 
Telling on behalf of the London Passengers’ Association, 
Mr. Maguire on behalf of the Commercial Travellers’ 
Association, and Miss Forster on behalf of the Waltham- 
stow Trades Council. On Friday Mr. MacKenna is 
going to address us on behalf of the Home Counties 
in the morning, and Mr. McLaren on behalf of what 
I might call, I hope not disrespectfully, the outside 
counties in the afternoon. Then we are going to allow 
Mr. Ackerman to address us as a non-Objector, really 
as a member of the public, although we have heard 
him as a witness, and someone is going to address us 
on behalf of the Burgess Hill Ratepayers on the same 
indulgent procedure. With regard to Monday, Sir 
Edward, the programme has put you down as beginning 
your address on Monday morning. 

(Sir Milner Holland): Yes, Sir. Obviously, the Tri- 
bunal wants to have a continual sitting, and that is 
something I could not seek to disturb. Monday is not 
a very easy day for me, and I wonder if, possibly, I 
might be allowed to make my address as the last of the 
Objectors, if that is not inconveniencing the Tribunal 
in any way. Where that will put me, I do not know, 
because I have not your list in front of me. 

(President): Do not take me as being adamant about 
any list, because we really do try to conduct these 
Inquiries in such a way that everybody is not incon- 
venienced. I have you down for your address, Mr, 
Rippon down for an address, and Mr. Dudley Collard 
down for an address. 

(Sir Milner Holland): Subject to their convenience. 
Sir, if you have no objection and no one else has any 



objection, might I follow Mr. Rippon and Mr. Collard? 
Of course, that may still mean my addressing you on 
Monday. 

(Mr. Rippon): I think I shall be some considerable 
time on Monday, Sir. I shall not address you for 50 
days, as I once threatened, but I think I will be most 
of Monday. 

(President): Is there anyone here to speak on behalf 
of Mr. Collard? 

(Mr. Mercer): I am told that Mr. Collard is ill with 
influenza, and he has cancelled his appointments for 
this week, but he should be available on Monday. 

(President): Then we will re-arrange the list so that 
you come on Tuesday, Sir Edward. 

(Sir Milner Holland): If you please. Sir. I hope that 
will not mean the Tribunal will have to adjourn early. 

(President): It rather sounds, from the words which 
have fallen from Mr. Rippon, as if we may not. 

(Sir Milner Holland): Mr. Rippon’s words give me 
a little comfort because of my personal arrangements. 
May I say that, as far as I can see, my address is not 
likely to take more than two to 2) hours, so that if 
I were to start on Tuesday morning I should be finished 
by the adjournment at the middle of Tuesday. 

(President): That, subject to the arrival of a spate of 
of unannounced orators, will leave only Mr. Fay’s 
address. 

(Mr. Fay) : 1 had hoped to have Tuesday. 

(President): Yes, but you, obviously, cannot now, 

although you may have part of it. 

(Mr. Fay): I understand the Court will not be sitting 
on Wednesday. 

(President): No, and on Thursday you have another 
engagement, I gather. 
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{Mr. Fay): Yes, I am in difficulty. I think we had 
better see where we are at the beginning of next week. 
1 am told that a House of Lords case which I am in, 
which was adjourned owing to the illness of Lord Reid, 
is intended to start the following Monday, Monday week. 

{President) : What about Friday of next week? Are 
you in difficulty then? 

{Mr. Fay) : No, I am not m any difficulties on Friday. 
1 shall be at Birmingham on Thursday, if I do not have 
to cancel that arrangement, but I think I can be back on 
Friday. 

{President) : 1 do not want anybody to cancel any 
arrangements. 

{Mr. Fay): You have been most kind to all of us, and 
I hope we shall not trespass too far upon your kindness. 



{Sir Milner Holland) : I am now a little worried as to 
whether my request to come last has in some way or 
another pushed my friend a little further back. 

{Mr. Fay): I am sure it has not altered the length of 
my learned friend’s combined speeches. If my friend 
comes after Mr. Rippon it might, perhaps, shorten matters. 
I say no more than that. 

{Sir Milner Holland) : I make no comment upon that. 

{President) : It rather looks, although we will not fix 
it, as though after Tuesday, part of which will, possibly, 
be filled in with the beginning of your opening, we will 
adjourn until Friday unless something else happens. 

{Mr. Fay) : If it is convenient to the Court it will cer- 
tainly be convenient to me, and I would be very much 
obliged. 



Mr. Stanley William Hill, recalled. 
Cross-examined by Mr. Fay. 



4536. Mr. Hill, I want to start by asking for your 
assistance on some broad matters which are before the 
Tribunal. First of all, you do appreciate, do you not, that 
this Scheme is intended to enure for several years 
unaltered? — I must accept that from you. 

4537. That is the intention and the hope. 

{President) : Shared by the Tribunal ! 

4538. {Mr. Fay) : Secondly, Mr. Hill, do you appreciate 
that the Scheme is not intended to be implemented in one 
magnificent swoop? — ^That has been stated, and I accept 
that, though I think there is a fair indication that cer- 
tainly the greater part of it is likely to be in effect in a 
comparatively short time. That is my interpretation of 
the evidence of your witnesses. 

4539. I will put it to you that it is to be implemented 
step by step according to need and practical considera- 
tions. That is what Mr. Harbour said. — I quite agree 
there. 

4540. You remember the answer. That is the one 
which so impressed my learned friend that he thought it 
had been given to the Press in advance. — It does seem 
to me, from the very nature of things, that you will have 
difficulty in splitting it up and proceeding by a series of 
small instalments of it, because the whole thing hangs 
together. I would not say that you cannot do it in parts, 
but I do not think you will be able to approach it by a 
series of small steps. 

4541 . If we omit the word “ small ” there would be 
no difficulty, would there? — Perhaps two steps, or some- 
thing like that. 

4542. Come, Mr. Hill! There is plenty of scope in 
this Scheme for gradual implementation, is there not? — 
1 do not see it. 

4543. What is the trouble? — ^You have got a fare 
structure, and unless you depart from the plan of preserv- 
ing your relationship between your ordinary fares and 
your season tickets, and things like that, then I do not 
see — I may be wrong, of course — how you could intro- 
duce it in a series of steps. 

4544. There is no trouble with the currency? — There 
is no trouble with the currency. 

4545. That is the usual difficulty about implementation 
in parts? — ^Yes, I think there is no difficulty with the 
currency. 

4546. But you think of parts were implemented it 
would destroy the beautiful symmetry of the structure, 
do you? — I would not say “ symmetry ”. 

4547. It sounds as though you have a high view of 
the adequacy or the outline of the structure? — I cannot 
agree with that. 

4548. There is nothing to stop, for example, early 
morning tickets being dealt with at one time, quite apart 
from the others, is there? — I should be very surprised if 
the LTE did that, that is all I can say. 

4549. You have been surprised a lot in the course of 
these Inquiries, have you not?^Indeed, yes. 

4550. Still on general matters, you appreciate, I take it, 
also that the financial objective of London Transport is, 
firstly, to cover working expenses, secondly to meet 
Central Charges, and, thirdly, to provide a surplus? — 
Yes. 



4551. I am using a neutral term which I think you might 
accept. — I agree. 

452. With that financial objective as an objective, and 
without quantifying any figures, are you in agreement? 
— In agreement that that is its current intention? 

4553. No, that it is prper to promote a Scheme having 
that financial objective. — Yes, as long as the surplus that 
one is aiming at is small. One departs when one comes 
to look at the quantum of the surplus. 

4554. I particularly did not mention figures, because 
I fully appreciate we are at issue over them ; but as a 
principle you would approve of that as the objective? — 
Unquestionably. 

4555. That is what I thought. Now may we see where 
the differences between us lie. First of all, I understand 
you to say that, in your opinion, the London Transport 
Executive have over-estimated the extent of the declining 
trend of receipts? — Yes. 

4566. So you think that there will be more money 
coming in in the future than we think? — I do not know 
what you think will come in in later years, I must confine 
my answer to the figures given. 

4557. That is the first difference between us. There is 
no real practical issue between us on Central Charges, is 
there? — Quantum. 

4558. Is there? — ^Yes. 

4559. You said, you know — it is your answer 3764 on 
page 254 — that by 1962 the Central Charges would be of 
the order of £6Tm.? — ^Yes. 

4560. We are proceeding on a basis of £6m., are we 

not? — Yes, indeed you are ; but you are proceeding on the 
basis of £6m. with a net revenue which you have linked 
with 1959. The point is quite clear, I think, that the 
Central Charges will grow, they will grow to £6m., and 
they will grow beyond £6m. 

4561. You said £6Tm., but you gave figures which 
would also lead to £6-2m. for 1962? — Yes, I would not 
disagree with that ; but by then, by reason of the expendi- 
ture that brought about the increase in Central Charges, 
that is the investment in electrification, modernisation, 
and so on, there should be a larger net profit out of 
which to pay them. 

4562. That is another point, is it not? — But you cannot 
just look at Central Charges in isolation. That is what 
I was trying to say. 

4563. {President) : Of course we cannot, but we shall 
have to look at all the things in isolation first, shall we 
not? This is one of the items we shall have to look at. 
Central Charges? — Yes, Sir. I hope you will not look 
at it in isolation beyond the immediate future. 

4564. We shall not be able to find any figure if we 
merely look at it in isolation? — No. 

4565. {Mr. Fay) : Looking at it in isolation and bearing 
in mind that this Scheme is certainly intended to ensure 
until 1962, there is no issue between us on the bare figure 
of Central Charges, is there? — That it will rise to £6m. 
by 1962? 

4566. Yes? — No, I do not disagree with that ; but 1 
disagree with the use that may well be made of that. 

4567. I fully appreciate your reasons for entering a 
caveat on that point. What you are saying — and let me 
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see if I fully appreciate it — ^is that when that day arrives 
and your estimate and our estimate of Central Charges 
coincide, then you are saying there will be more net 
revenue coming in to meet it? — ^Yes. 

4568. That is the net-revenue point? — Yes. 

4569. So we will add that to the issues between us on 
net revenue? — I think we must do if you intend to 
associate my £6Tm. Central Charges with yours, because 
it is quite clear that, on the way the case has been pre- 
sented for the British Transport Commission, you have 
said that the right figure for Central Charges now is 
£6m., and it is clear that you would say that the right 
figure for 1961 or 1962 is nearer £7m. on the same basis. 
So one must be very careful not to identify two £6m. as 
being the same thing. 

4570. That observation of yours points to the modesty 
of the yield for which we are asking, does it not? — I do 
not know. 

4571. If you are right we are not asking for enough, 
are we, if you are right in your view and we are right in 
our figures? — But you could not then be right in your 
net-receipts figure. 

4572. This is the point of the increasing yield of the 
freshly invested capital? — ^Yes. 

4573. But your viewpoint is this, is it not, that if we 
are right all along the line and there is no appreciable 
increase in net yield to be expected and the Central 
Charges are going to be well above £6m., then we have 
not asked for enough? — If there is no expansion, yes, that 
would be true, of course. 

4574. I had hoped that there was not any practical issue 
about the amount of Central Charges for which we are 
looking? — ^Well, there is, you see. 

4575. It depends upon which year you are taking?- - 
You have only given a figure for 1959. 

4576. We have only calculated a figure for 1959? — 
I think you have only given a figure for 1959. I do not 
think any figure has been given after that. 

4577. The final issue between us is the amount of the 
reserve, or surplus, whatever you want to call it? — Yes. 

4578. Having defined where we are at issue, may I turn 
to look at once at your principal table, SWH 5? — Yes. 

4579. That table is in two parts, is it not ; the first 
part is designed, as I understand it, to find the amount 
of Central Charges properly attributable to London 
Transport year by year? — ^Yes. 

4580. And the second part is designed to find, in the 
light of those Central Charges, what is the financial result 
and the net deficit position year by year? — ^That is so. 

4581 . That is the object of those two tables? — Yes. 

4582. That is what I thought. I want to ask you this, 
because I am not sure that you have given this evidence 
yet; Are you saying that this is the right way to obtain 
those objectives? — Yes ; it is the best possible way avail- 
able now, subject just to this, that there are two quali- 
fications I must give. I still apply that specific calcula- 
tion as theoretically the preferable one, and I have never 
departed from that view, but if you are doing it by 
dividing up the total, this is the best method. I will go 
a little further and say that one could possibly make 
some very small further refinements in this with figures 
which are not available in the published accounts, but I 
do not think that would have the effect of making a 
difference of £0Tm. one way or the other. 

4583. Is your answer that if you are doing it by 
dividing the total, this is the best method? — Yes. 

4584. You are an accountant of great experience, both 
in your Profession and at these Inquiries ; what I want 
to know is whether one should do it ; are you advising 
the Tribunal to do it by the method of dividing the 
total? — ^No. I would prefer them to do it by a specific 
calculation if all the figures can be accurately ascertained, 
as I think they can. 

4585. So you are still backing both horses? — Yes ; that 
is all right. 

4586. You are stiU saying that? — I am still saying that 
that is theoretically the correct approach. 



4587. I hope we are, all of us, practical people, paying 
proper attention to theory ; you are here as an expert 
witness to assist this Tribunal in its deliberations? — Yes. 

4588. Are you not going to advise them, from your 
wealth of experience, which is the correct one of these 
two methods? — ^There is no one which is absolutely 
correct. I say that I prefer the specific costing for 
London, but if that does not commend itself, this is the 
most accurate method of apportionment that I think can 
be made. 

4589. And that is as far as you are prepared to go? — 
Yes. 

4590. I cannot get you to give a firm opinion or to 
back one horse only? — If you mean me to say that this 
and this alone is the only method, no ; I would never 
be dogmatic about a matter like this. This same sort of 
problem arises in many fields, and there are always 
differing views as to whether one should do it broadly 
on the specific method, or on the other. I would never 
be dogmatic and say that there was one method to the 
exclusion of all others. 

4591. We have had the advantage by this time of having 

had worked out by your colleague Mr. Lawson ? — 

He is not my colleague. 

4592. The method of specific approach. You may 
belong to a different professional -body, Mr. Hill, but 
like you, Mr. Lawson is an accountant? — -Yes. 

4593. I am sure that when you meet him, you would 
not disdain the word “ colleague ”? — ^No, but you rather 
suggested that we might have collaborated. 

4594. No, I did not mean that. We have had the 
advantage of this exercise performed hy Mr. Lawson 
hy this time? — Yes. 

4595. And, of course, you have studied it? — Yes, I have. 

4596. And it produces very different results from your 
Table SWH 5? — No ; it produces a difference of £lm. 
over 10 years on the Central Charges, which is an average 
result of £0- Im. 

4597. It produces a very different result as a deficit? 
— ^That is another matter. With regard to the direct 
treatment of the abnormal maintenance account, I made 
the reconciliation I gave very clear. 

4598. Yes ; the reconciliation you gave was a reconcilia- 
tion in the accountancy sense of -the word? — Yes. 

4599. In the popular sense of the word the two 
approaches are irreconcilable? — I do not know what the 
popular sense of an accounting matter means. 

4600. Do yourself justice, Mr. Hill ; I am sure you are 
not so blinded by professional terminology as not to 
know what “ reconciliation ” means outside the world of 
accountancy? — I do not know what it means in the 
context of your question. 

4601. I will pass from that if it embarrasses you? — I 
am not embarrassed ; I am mystified. I just do not 
know what it means. 

4602. (President) : What you did describe as reconcilia- 
tion — & word one always hears applied to that kind of 
exercise — was to show the differences, or how the 
differences between your figures and Mr. Lawson’s arose? 
— Yes, Sir. 

4603. And that is what you mean by “ reconciliation ”? 
— ^Absolutely, Sir. 

4604. (Mr. Fay) : And that is the accountancy sense of 
the term, is it not? — ^Yes. 

4605. Let me put it to you in this way: if any person, 

expert or other, came to the view that the approach which 
is embodied in your table was the correct approach and 
was prepared to advocate it, he could not also advocate 
Mr. Lawson’s approach? — The difference is almost entirely 
on the abnormal maintenance 

4606. Would you answer the question: Could he? — 
Taking all aspects into account, no, I think that is true ; 
but one would want to know why. 

4607. I am going to give you an opportunity presently 
to deal with that, and if I do not, your learned Counsel 
will, so do not worry. You see, I am bound to say, 
having read your evidence, that the interpretation I put 
upon it — ^and you can disabuse me if I am wrong — is that 
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you are still trying to back both horses when really they 
are running different ways? — They are not. 

4608. Once upon a time you yourself were the major 
exponent of the “ specific ” approach, were you not? — 
Yes. 

4609. Now you come along with this approach which 
is embodied in SWH 5? — Yes. 

4610. Which is not a global approach, is it? — It is 
precisely a global approach. 

4611. Well, it does not represent a method whereby Sir 
Reginald Wilson arrived at the figure he gave in 1953, 
when the Tribunal gave a written decision upon the 
matter? — say that was a “method of judgment” 
approach ; it was not an accounting approach at all, and 
it had no greater regard to capital invested than it had 
to such factors as numbers of staff and things like that. 

I would not call it a global approach ; I would call it 
just an arbitrary approach — ^a method of judgment. 

4612. For want of a better term ? — It was a method 

of judgment. 

4613. I want you to be careful about words like 
“ arbitrary ”, bearing in mind that the Tribunal said that 

they agreed with it ? — Then let us say a method of 

judgment. 

4614. That is what in my mind I have been thinking 
of as the global approach, but clearly you have been 
thinking of something different. Is Exhibit SWH 5 the 
global approach? — I think it is the most accurate 
representation. 

4615. It is an accounting approach? — ^Yes, of course. 

4616. It is the approach which in these tables, although 
effected in the tables down to the nearest £lm., could be 
effected down to the nearest penny? — I would not say 
that. Its basis is capital invested, and I think one would 
have very great difficulty in measuring the capital invested 
in such things as current debtors and creditors. 

4617. So far as the figures set out in SWH 5 are con- 
cerned, you could extend those figures to whatever pounds, 
shillings and pence appear in the accounts, could you 
not? — Yes, you could do that. 

4618. And you could, by a simple process of 
mathematics, arrive at your final apportionment of Central 
Charges to the nearest shilling? — ^You could do, but there 
is the element of approximation to the nearest £0Tm. 
throughout, so that to give the answer to the nearest 
shilling would be spurious accuracy. 

4619. What is spurious about it? If your approach is 
right, is it not purely a mathematical approach? — ^Yes, 
but if in the process of working through the calculation 
one introduces at any stage a measure of approximation 
by working to the nearest decimal point or to the nearest 
£100,000, quite obviously your answer carries with it an 
element of approximation. 

4620. Of course, we all appreciate that to save unneces- 
sary trouble these tables are worked out to the nearest 
£100,000?— Yes. 

4621. I am putting to you that since this is a 
mathematical process, if you do the figures as they appear 
in the books, you could perform that same mathematical 
process on those figures? — You mean right down to the 
last pound? 

4622. Yes? — No, you could not. I would like to think 
that you could, but you could not, precisely for this 
reason, that whereas when working to a margin of, say, 
£0-1 m. you can take the mean of your capital expenditure, 
and test your true mean, or difference between the opening 
figure and the ending figure, which in a year will give 
you a mean which is approximately correct, to that 
degree working to the nearest £0Tm, it is perfectly satis- 
factory, But when working to the last pound, I should 
want to find the true mean, and I am not sure that you 
could do that ; I am not sufficiently familiar with the 
contents of the books to say that you could do that, 

4623. The only departure from the true mathematical 
principle is in the application of the mean ; is that the 
position? — Yes. 

4624. You could perform this task mathematically down 
to the nearest shilling if you could find the proper contri- 
bution to Central Charges on one given day? — Yes, I think 
you could. 



4625. Take the day when the accounts end for the 
year ; you could take those figures from the books? — ^Yes, 

4626. And you could perform this very calculation? — 
Yes, 

4627. And then you would find your contribution to 
Central Charges down to the last shilling? — Yes, Strictly 
speaking, there again it should only be a day’s Central 
Charges, 

4628. Yes, but a year’s Central Charges at the rate 
appropriate to that particular day? — Yes, 

4629. And then it is only a matter of averaging it out 
over the year? — Yes, 

4630. You could, if necessary, and if the figures were 
available, do it for each of the 365 days and average 
them? — Yes, 

4631. So this is purely a mathematical exercise? — It is a 
mathematical exercise, 

4632. It is shorn of any element of judgment? — ^Yes ; 
I do not think judgment comes into it. 

4633. On the details you have produced, the results 
are not quite the same on Central Charges, and not 
very different on the question of deficit, from those of 
Mr. Lawson? — That is so. 

4634. Before I ask you about those differences, let me be 
sure that I am clear about this : Are you saying that of 
the two methods, you really prefer Mr. Lawson’s inethod? 
— Yes, in theory I do, but I must make one qualification 
about that. That is, that we have now gone 10 years 
from the start of the nationalised body ; unless this 
specific method of approach is built up backwards on 
very, very definite figures for 10 years, it is going to be 
increasingly difficult to do it in the future. Had it been 
the way that had obtained in the accounts of the Com- 
mission from the very start, there would not have been 
the slightest difficulty in carrying it on for the future ; 
but I am alive to the fact that as they have never 
embraced it, and dislike it, it will get increasingly difficult 
to do that as time goes on, and you may well be forced 
to adopt an apportionment method, or a global one. 
It must have been a very difficult exercise to calculate 
some of the figures in Mr. Lawson’s table ; he has had ten 
years ; he has fortunately had seven hearings in which 
almost all these figures have been ventilated, but if we 
were to have a gap of four or five years in which these 
figures were not ventilated, it would be difficult to make 
the calculations in the 16th or 17th year after nationalisa- 
tion. 

4635. So it gets progressively less right if we are not 
right to start with? — In view of the fact that it has not 
been accepted, it gets more difficult to do. 

4636. Come, Mr. Hill; the difficulty of doing it is 
merely a difficulty of finding what the figures in the books 
of the Transport Commission are? — I do not know 
whether it is in the books of the Transport Commission ; 
it obviously gets more difficult to isolate things the further 
one gets away from the starting point. 

4637. So far as the figures are concerned, the Com- 
mission can either confirm them or reject them if they 
are put forward? — If the Commission had over the years, 
or from now, said : “ We will get our books in such a 
form as to produce these specific figures ” — and they 
could easily have done that — then there would have been 
no difficulty about doing it indefinitely. 

4638. I see ; and with that in mind you still prefer that 

as a method of arriving at Central Charges? — In theory, 
yes. i 

4639. You keep on saying “ in theory ” ; are you recom- 
mending it to be adopted by the Tribunal on this occa- 
sion? — If it were also being adopted by the Commission 
in their accounts. 

4640. And if we stand up and say that we do not 
propose to adopt it, is that an end of the matter? — It 
could make it almost impossible to do so in ten years’ 
time, yes. 

4641. And is that the reason why you are not recom- 
mending it to the Tribunal this time? — I commend this 
for practical reasons. 

4642. I am bound to say, reading your evidence, that it 
looked as if you were trying to adopt Mr. Lawson's 
method and at the same time to put this forward as a 
sort of longstop? — Not at all. 
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4643. Or perhaps the better way of putting it is, out 
of courtesy to the Tribunal’s previous decision in 1953? — 
No. 

4644. So you still advance both methods, the one theo- 
retical but with certain difficulties, and this severely prac- 
tical one? — Yes ; I think that is the right way to approach 
the matter. 

4645. Nlow let us have a look at the recoinciliaitiion in the 
aoaoU'titing sense of that word. I do not want to go into 
great detail, ibuit have you Mr. Lawson’s exhibit WHL 1 
in feiopt of you? — Yes, I have it in the Minutes. 

4646. Exhibit WHL 1 ends up, at the end of its oalcu- 
ilationis, with an lacaumulated net deficit of £2-9im. ; is 
that right? — Yes, it does. 

4647. And you end up at the end of your aalculiation 
with -an lacQumu'lated deficit of £10-3im.?— That is correct. 

4648. The major factors accounting for ithat diifference 
are to be found, are they not, in Mr. Lawson’s lines 4, 
5, 6 and 20? — ^That is correct. 

4649. Line 4 is an old friend of yours, is it not — 
“ surplus lands ”? — ^Yes. 

4650. It was put forward by you on previous occasions? 
—Yes. 

4651. But this time it has not found its place in your 
Exhibit SWH 5? — No, of course not. 

4652. Why “ of course not ”? — .It oould not be there ; it 
is not in my figures of capital employed in London 
Transport Executive. 

4653. No, it is noit. Mr. Lawson has taken it as one of 
the fixed assets, has he not? — ^Yes, for a very good reason. 
He cannot take thie total oonsideration paid to ithe stock- 
holders of the London Passenger Transport Board and 
separate it into two parts, surplus _ lands and the rest. 
Therefore, as he miade it quite clear in his evidence, or in 
his statements — I forget which it was — ibeing unable to 
do that, he has adopted for his London Transport Execu- 
tive account the whole of ithe acciount for the stock issued 
to the London Passenger Transport Board stockholders ; 
but he brings in ansltead an element of income from 
surplus lands. That is a perfect iltostraition of the diffi- 
culty ; he has had to do that because there is no figure 
before him to split that original figure. That is the reason ; 
it would be a foreigner in this statement. 

4654. In your statement, in line 8, you have a figure 
for iBriitish Transport Commission fixed assets? — ^Yes. 

4655. Does that include the loian?— ^It includes the loan. 

4656. Including the surpluis lands now attributed by Mr. 
Lawson to London Transport? — ^No, he attributes the 
income on the o.ther side, but as foe whole of foe interest 
on the entire stock issued by foe London Passeniger 
Transport Board undertaking included aurifius lands, and 
not being able to split them, he has to put it in. 

4657. I appreciate that, but wibatever the reason, foe 
effect is that in your tatfie you are attributing a propor- 
tion of London Transport assets other foian surplus lands 
to the British Transport Commission assets including all 
foe surplus lands? — ^Yes, that is right. 

4658. I am with you there ; I am accepbng yo>ur method. 
Mr. Lawson, however, brings in foe income from the 
letting of the surplus lands? — Yes. 

4659. And he charges that portion of foe interest pay- 
ments Which are represented by foe capital invested in 
surplus lands? — Yes, and 1 think he mentions why he 
does ,it : He cannot split foe figure ; he says that in foe 
notes to Exhibit WHL 1. 

4660. But it improves his calculation considerably? — 
But he does not know, and I do not know. 

4661. Mr. James said that the amount be thought should 
be brought in in this respect is £0Tm.? — ^But he does niot 
know. No one knows the price issued to the London 
Passenger Transport Board Stockholders, or the price at 
which foe stocks stood in the market, and there were six. 
Nobody alive can say that of that itotal consideration so 
much was for surplus lands, so much for underground 
stations and so mucfo for anything else. 

4662. Mr. Lawson has had to do a calculation of that 
kind in attributing some of foe interest charges to former 
British Railways assets transferred to London Transport? 
— Yes — ifoe £10m. 

38605 



4663. Yes ; foe same .criticism of foe method of splitting 
would apply to that splitting? — ^Except ithat it has been 
stated that the amiount involved was a capital figure of 
about £10m. That was stated by Sir Reginald Wilson 
some years ago, and I think Mr. Lawson has adoipted 
that very figure. 

4664. -Do you see any greater difficulty in arriving at 
that figure ^oif £10m. than in arriving at the oapM figure 
for London Transport surplus lands? — ^One is quite im- 
ipossiWe ; one canno-t split up that original cointri-butiion 
and with regard to the -oitbar I think Mr. Lawson has been 
content to take foe figure which has been used in the 
hooks of account and spoken to at these Inquiirias, as foe 
amourut transferred to foe fixed assets of London Tira-nsport 
in respect of these lands ; it is an ascertainaMe fig-ure. 

4665. It is a -figure which has been arrived at by a 
process of deduction, and not mafoeraaitics? — Yes, I think 
that is right. 

4666. And that is your oomiplai-nt about foe surplus lands 
capital fi:gur-e ; you cannot arrive at it by mathematics? — 
Indeed you cannoit. 

4667. But you could arrive at it by judgment? — Yes, 
and I think the only aid to judgment you would have 
would be to look at the income from surplus lands and 
apply some multiplier to that to give a capital value. 
In effect, that would have the same effect as that which 
Mr. Lawson has done. 

4668. Let us pass now from surplus lands and go on to 
lines 5 and 6 in his table, which you agree contain matters 
distinguishing it from your table ; we can call that partly 
the ironing out of -the equalisation account? — Yes, you 
can. 

4669. Or the writing back of the debits and credits in 
the last few years of the equalisation account, but the 
credits only of the first few years? — Yes. 

4670. That is a process which never occurred to you in 
your treatment of the specific approach, did it? — It came 
in in a rather different way ; it was this : I recall saying 
— I just forget now at which Inquiry — that there were 
two aspects of this one, where there was a sizeable balance 
in the account for which credit should be given for its 
interest earnings, and in one exhibit I brought in notional 
interest earnings on the £40'2m. Then it appeared — and 
this worried me for some time — that the working expenses 
figures for London Transport were rather overstated, be- 
cause what appeared to be a surprising thing was happen- 
ing, that although London had overtaken its arrears on 
maintenance, it was not drawing from the fund, but still 
contributing to it. 

4671. You said the figure had been fixed too high?— 
Yes. 

4672. And that therefore London Transport had been 
debited with a working expense year by year which was 
unjustified? — Yes. 

4673. But that did not stick either?— It did not prevail. 
Mr. Lawson has followed a similar approach, as I under- 
stand it ; if we reconstruct these accounts to see what the 
actual expenditure is on London, we come to the result 
on WHL 1, and of course he is right. 

4674. As a matter of figures, yes, but he is undoing the 
average ; the object of the equalisation account is to 
average the expenditure? — Yes, I quite agree. 

4675. And preventing the line on the graph from jump- 
ing about more than necessary? — I think it has that effect. 

4676. It is bound to, is it not?— I think it has that 
effect. As I say, I am not quite certain, but he is undoing 
the average. 

4677. And passing from that year of Grace 1959 and 
looking back at 1957, it gives him big credits, does it not? 
—Yes, I think it does; yes, it goes up to £Mm. in one 
year. 

4678. Look at the total; there are credits of £41 m. 
and £l'0m.?— Yes, that is correct. 

4679. Which it is to be anticipated in future years will 
be drawn on and extinguished? — So we now hear, yes. 

4680. That is the object of the equalisation account? — 
Absolutely. 

4681. And you have now been told in evidence that it 
is an object which is now going to be achieved? — Yes, 

A4 
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and that is re-assuring. It has been an occasion of some 
concern to me and to those whom I am advising, that 
London has so far been going on paying in and never 
getting anything out, but now we learn that there is 
something to come out in the next few years. 

4682. Did you hear the figure that was put to Mr. 
Lawson, that £L7m. was to be drawn this year, 1959?^ 
I was not here yesterday. 

4683. I am not sure that it was put yesterday ; he 
accepted it when he gave his evidence, and it was men- 
tioned by Mr. James in his evidence? — Yes ; I heard 
Mr. James’s evidence, 

4684. So it looks, if that is right, as if the average is 
now working? — ^Precisely. 

4685. There were some years when the flow was m, 
and now the flow outwards is taking place? — Yes. 

4686. And it never seemed right to you, did it, to 
undo the average and adopt that process? — No, that is 
right ; I have been content to believe that the system would 
ultimately turn the corner and that the credits would 
come to London. I have been concerned year by year to 
find that nothing was coming back as yet. 

4687. (President) : You do not object in principle to 
an equalised charge, provided it is not fixed too high? — 
Not in principle. Sir. 

4688. And whether that is so must be judged by its 
effect over a period of years? — Precisely, Sir. 

4689. (Mr. Fay) : The other matter is line 20 on 
WHL 1 ; that is the windfall from income tax recovered? 
— Yes. 

4690. I think you said in your evidence that you had 
never addressed your mind to that? — ^That is true. 

4691. You have addressed your mind to every facet 

in the accounts to try to get some credit out of them 
for London ? — I do not know. 

4692. I mean, over the years? — Yes, perhaps that is so. 

4693. And in the years when you did not go into the 
witness chair you were advising the London County 
Council? — Yes. 

4694. For example, in 1957?-^Yes. 

4695. Then the London County Council challenged 
another £12m. — not the same one — recovered on account 
of income tax; do you remember that? — No, I do not-; 
you will have to remind me about that. 

4696. Do you remember Mr. Osborne being called? — 
No ; I do not even recall a Mr. Osborne. 

4697. He was the Chief Financial Adviser of the Com- 
mission, and he was called to deal with the Commission 
as a whole ; my learned friend Mr. Geoffrey Lawrence 
put to him this apparent windfall of another £12m. 
tax, and asked him to explain it? — It is very hazy, 
Mr. Fay. 

4698. You were there? — Yes, I expect I was. 

4699. But although there was this discussion about tax 
windfalls, it did not occur to you to deal with this one? — 
No. If I had dealt with this at all, I should be very 
doubtful about it ; I should have put it in as a credit 
to Central Charges and apportioned it in that way, but 
it is so erratic that quite honestly I do not think I would 
have brought it in as credit. 

4700. It is the recovery of tax originally paid by sub- 
sidiary companies, is it not? — By way of set-off. 

4701. Yes — because they made a profit? — That is quite 
true. 

4702. There are all sorts of theoretical ways of dealing 
with such a windfall, are there not? — Yes. 

4703. You might send it back to the subsidiary com- 
panies who obliged by making the profit? — ^Yes. This 
is a very old one, Mr. Fay ; you get it very much in 
local authorities. You pool the various activities and 
you give the credits in the accounts to the activities that 
in the first place gave rise to the assessment. This is an 
issue which my Society has been debating for 50 years. 

4704. For 50 years — that is before the first of these 
Inquiries? — There were some papers read in 1903 when 
this issue was under discussion — “ Where should you give 
the credit for set-off?” 



4705. Or you might, if you are a parent company, put it 
into a contingencies account? — ^Yes, that is commonly 
done. 

4706. And that is what the British Transport Com- 
mission has done? — Yes, they did, and I think they have 
taken At out again ; they have switched it to the main- 
tenance account. 

4707. Yes, they have. Those are the matters which I 
wanted to deal with in a broad way ; now may we 
come down to the details of your evidence, and go 
through it in the order in which you gave it. I think 
you started by producing your table SWH 3 ; that was 
a table of indices of increased costs of travel compared 
with other commodities and services? — ^That is right. 

4708. What is the object of that table? — ^The object is 
just to show the facts. 

4709. I see ; you stop there and you leave it to the 
others to draw such comfort as they can from it? — 
In introducing it I said that it was a rather important 
fact to bring out that the relationship of fares to money 
values was running very high. I think its importance is 
in this, that one should obviously not let them run too 
high. It probably serves the same sort of importance as 
the graphs which were put in in relation to British 
Railways, which went the other way, showing that the 
fares were running rather low. 

4710. If you say that the fares are running high in 
comparison with the matters you are referring to, that 
would depend, would it not, upon whether it is proper 
to take 1947 as the base year? — Yes. 

4711. You are familiar, are you not, with Mr. Harbour’s 
table, BH 18, where he does a similar exercise going 
back to 1938? — On British Railways. 

4712. No, on London Transport. British Railways was 
the graph ; at page 243 of the transcript there is Mr. 
Harbour’s London Transport figures? — ^Yes, I have it ; 
it is the one which was put in in re-examination, was 
it not? 

4713. Yes, that is so. There is some slight difference 
in the transport unit of the service ; Mr. Harbour has 
taken the average charge per passenger mile, and you 
have taken the average receipt per passenger mile? — Yes. 

4714. But it does not make much difference, and you 
would not say, would you, that that slight difference 
of approach alters the validity of the indices? — I think 
the figures are very close. 

4715. If your figures are actual receipts, I do not know, 
but they may include some element of cheap fares ; Mr. 
Harbour’s figures do not? — ^They are the figures of actual 
receipts as shown in the summaries at the back of the 
Transport Commission’s accounts. 

4716. If they are actuals, they are influenced by any 
cheap fares there may be ; I do not mean sub-standards, 
but cheap-day trips to Southend and so on? — Yes ; every- 
thing is included. 

4717. And that may account for the slight difference. 
If one adopts Mr. Harbour’s approach, one finds that 
the charge for transport has gone up less than either 
retail prices or weekly wages? — For 1938, yes. 

4718. If one adopts your approach, the position is not 
quite the same ; you find that transport since 1947 has 
gone up 83 points today, retail prices 68 points, and 
weekly wage rates 81 points? — ^Yes. 

4719. There is not much difference, is there, between 
the weekly wage rates and the charge for travel? — That 
is quite true, up to the present. 

4720. Weekly wage rates are hardly a fair test, are they? 
— I should have thought they were a very fair test — a 
very fair test of wage indices rather than earnings. 

4721. Do you think so? — Definitely. 

4722. What affects inflation in the country is the amount 
of money available, is it not? — Yes ; the measure of 
money values is things like wage rates, not earnings. 

4723. Just bear with me ; if you accept that inflation is 
conditioned by the amount of money available for spend- 
ing. you have to look to the money which people get. 
not at the rate at which they are paid? — That is one 
of the factors in inflation. Nobody knows what causes 
it. but one of the factors is the volume of money in 
relation to the volume of goods. 
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4724. And it is no good using wage rates for that? — 
On the labour side they are by far the best measure -of 
change in money values ; not earnings, which reflect con- 
ditions of overtime, under- working and so on, which 
change from month to month. 

4725. Let us look at the figures. Mr. Harbour has 
taken the weekly earnings issued by the Ministry of Labour 
in their Gazette? — Yes. 

4726. You see how much higher they are on a 1938 
base — ^the common base — ^than weekly wage rates? — Yes, 
but I would think they are totally irrelevant to a test of 
this kind. 

4727. Indeed? You appreciate, of course, that a large 
part of the Commission’s outgoings consists of wages? 
—Yes. 

4728. Actual wages, not wage rates? — ^That is true. 

4729. And do you recollect that the 44-hour week, 
generally speaking, came into effect in industry and on 
the railways and transport after 1947? — I think that is 
so, yes. 

4730. That bumped up average earnings a great deal, 
did it not? — I would expect so ; yes, I think it must have 
done. 

4731. The work went on, and in so far as it was over 
44 hours in a week, it had to be paid at overtime rates? 
—Yes. 

4732. That is one factor. 1947 was a very abnormal 
year for transport, was it not? — It was a good year. 

4733. Perhaps that is the same thing ; I do not know. 
It was a year when people found that transport was one 
of the few commodities they could buy readily^^Yes. 
Traffics were very buoyant then ; they were buoyant 
around that time, 1946, 1947 and 1948. 

4734. Petrol rationing was then in force? — Yes, and 
transport was severely restricted in that year. 

4735. It was a buyer’s market, was it not? — Yes. 

4736. I am sorry ; it was a seller’s market?— Yes. I am 
sorry ; I followed you. 

4737. It was a time when the shops were short of 
goods? — ^That is quite true. 

4738. And you had to go round from shop to shop if 
you wanted anything in particular? — Yes. 

4739. But transport was running and getting a much 
higher load factor than it has had since?— That is true. 

4740. And it was a much higher load factor than it 
had before the war? — Yes. 

4741. And before the war, in 1938, times were reason- 
ably settled? — No, they were depressed ; we had just 
come out of the depression. The traffics in 1938 in 
London were lower than they are even today. 

4742. Yes ; I am glad you concede that, but that was 
not due to depression? — It was due partly to depression. 

4743. Lam not quite sure that I follow you., It is quite 
illusory, is it not, to look at an abnormal year like 1947 
when some things were controlled and some were not? 

You are looking at the change in money values, and 
that is what one is seeking to do here, not just at the 
profitability or otherwise of the transport undertaking. 
You are looking at that and relating that to the fares. 
Surely, to look at the post-war period is more pertinent 
than to look at something which is 20 years old? 

4744. Perhaps that is a matter for argument, but you 
appreciate that fares then, even before the coming into 
force of Schemes, were controlled? — Yes, but in regard 
to every base one takes in this, I concede readily that 
there is room for argument ; you see increases in wage 
negotiaitions and everything else, but I think it is relevant 
to look at the first of the post-war years. 

4745. Now I want to come to the next part of your 
evidence, your criticism of the declining trend. You put 
in Tables SWH 1 and SWH 2, showing an average annual 
decline of £0-6m.? — Yes. 

4746. I am not going through all the details ; we do 
not agree with all of them, but we do agree that that 
is about the average annual decline? — Yes. 

4747. So we need not waste time on that. To estimate 
the trend of traffic receipts in the future is an exercise 
of judgment, is it not?— I do agree with that. 



4748. This is not something you can do, like SWH 5, 
by mathematics? — 1 am afraid it is not. You cannot 
disentangle the various factors at work and do it mathe- 
rriatdoally. 

4749. Would you agree ithat persons who spend their 
lives in managing transport may have acquired the judg- 
ment necessary to look ahead and form an opinion? — I 
am sure they have. 

4750. You have had experience of many things, Mr. 
Hill, but you have never managed a transport undertaking? 
— No. 

4751. But let me see what you are saying. You apply 
some statistical test ; on the basis of that you criiticise 
the figure brought forward? — ^The £3 -6m., yes. 

4752. It must be a figure that is derived from judgment? 
— Either good judgment or bad judgment, but judgment, 
yes. 

4753. The judgment in the past has been pretty good, 
has it not? — At a much lower rate. 

4754. But has been pretty good at whatever rate it 
was? — Yes. The £0-7m. to which Mr. Harbour spoke 
earlier has been pretty well defended in the past few years. 

4755. Let us have a quick look at the tests which you 
say justify you in criticising Mr. Harbour’s judgment. 
First of all, you take the £3 -dm. out of one of Mr. lames’s 
tables produced for this Inquiry, but it is based on the 
budget; it is derived from the budget figure for 1959? 

I am not quite sure whether the budget was derived 
from the plussing and minusing or whether the £3 -dm. 
is derived from the budget. I think the first must be 
the case ; thte budget must have some basis in the process 
of plussing and minusing ; I think it is the other way 
round to what you put to me. 

4756. The £3 Am. is a reconciliation of two budget 
forecasts of revenue? — Yes, that is true. 

4757. And the figure which is compared for 1959 is 
that shown in Table BH 17a, setting out the budget week 
by week? — Yes. 

4758. You accept no doubt that that budget approaches 

the total revenue for the year of £78,300,000 was prepared, 
like all past budgets, for the domestic purposes of the 
Executive?— Yes, but only when somebody in the Execu- 
tive had said we must allow £3 Am. for the next 

4759. Yes ; that is the only point I am making at the 
moment, that you accept that this is not put forward for 
the purpose of this Inquiry? — I would not suggest that. 

4760. It has been adopted by the Executive as its 
working figure for this year? — Yes. 

4761. Without regard to its effect upon the Inquiry one 

way or the other? — It is not put forward 

4762. It is not a bargaining figure, Mr. Hill? — Of 
course not. 

{President) : Mr. Hill has never suggested that he is 
saying that £3 Am., or some other figure representing that, 
must have been in the minds of those framing the 1959 
budget. 

4763. {Mr. Fay): If you please. Sir. {To the Witness): 
You say that ithat estimate is a pessimistic one? — Yes. 

4764. And you are hoping that at the end of 1959, 
when Table BH 17a can be completed, there will be a 
nice fat plus at the bottom? — I do not know what you 
mean by a “ fat plus ”, but it will certainly be better. 

4765. You must have been very disappointed with the 
figures so far for this year? — Yes. 

4766. And that is the object of your clients’ exercise 
with the weather at Kew? — Yes. 

4767. They are trying to destroy the effect of the practi- 
cal test to see what the earnings have been 

{Sir Milner Holland) : We did not create the fogs ; 
that is all I desire to say about that. 

4768. {Mr. Fay): I would not be sure about that! (To 
the Witness): Now I am going to ask you a few questions 
about the fogs? — Yes ; bad weather has always been a 
very practical consideration in regard to London Trans- 
port’s receipts. It plays a very important part, and it is 
always important to look at the record, particularly when 
dealing with a short period of test. It does not affect the 
whole year so much as it does a short period. 
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AlO. I am sorry to have further bad news for you, but 
I have just been handed another series of figures, and 
perhaps 1 may interject now and give them. They are, 
of course, for the week ending the 15th February; the 
actual receipts were £1,388,000 ; deviation from budget 
was minus £39,000 ; the cumulative figure was 
£10,045,000; deviation from budget, minus £90,000, and 
minus 0-9 per cent. {To the Witness)-. Now let me see 
if I understand what the table from Kew is intended to 
show. I appreciate that you did not make this table 
up, but you are the only London County Council witness 
here, so I have to ask you about it? — Quite. 

4770. Apparently this was obtained from Kew? — It was 
obtained from the printed bulletins, I think they are called. 

4771. I suppose you will agree with me — I shall have 
to treat you as a meteorological expert now — that fog is 
local in its application, and that conditions may vary 
greatly in different parts of the London area? — ^They do 
differ, yes — ^at times. 

4772. You see, London Transport, for reasons you 
know so well, pay considerable attention to the weather ; 
they keep perhaps the most comprehensive record of 
weather in Central London? — Yes. 

4773. Indeed, they tell me that it is they who supply the 
actual weather in Central London to the Air Ministry? — 
Yes. 

4774. I am putting it to you that the London Transport 
records for Central London are very different from your 
records at Kew? — Yes. 

4775. May I take the week commencing on the 20th 
January last, on the right-hand side of Exhibit LCC 2? — 
It is on the left-hand side. 

4776. I am sorry ; it is the 19th January. I did notice 
that the years seemed to be in the wrong order. It is the 
19th January, a Monday, on the left-hand side; that was 
a bad week for receipts, was it not? They were down 
£11,000. It is the week ending the 25th January ; perhaps 
you will take it from me? — Yes. 

4777. And you attribute that fall below the pessimistic 
forecast as being due to foggy conditions? — Yes. 

4778. Fog appears in the Kew records on two days, 
the Saturday and Sunday? — Yes. 

4779. It may surprise you to know that there was no 
recorded fog in Central London that week, either on the 
Saturday, the Sunday or any other day? — Yes, but what 
is Central London? 1 am sorry ; I must not ask you 
questions ! 

4780. I shall have to call a witness if this is important, 
but I can tell you that it is the Central London area Ipr 
the purposes of London Transport? — Yes, the same thing 
as you call the Central Bus Services. 

4781. Yes, I think that is right, and these records are 
based on reports given during the day by bus inspectors. 
If there is fog in Kew and no fog in Central London, 
where the transport is most concentrated, it means, of 
course, that any useful deduction to be drawn from the 
Kew figures is of very limited application? — This is most 
peculiar ; this is the week ending the 25th January. It 
was foggy most of the day on that Sunday in Kew, and 
dense in the evening, and you say that no one in Central 
London said that there was any fog? 

4782. No ; we have “ Mainly dull and cold ”? — I live 

12 miles from London ; I think that is within your 
area 

4783. (President) ; What were you reading from when 
you said that it was foggy in the evening? — From Table 
LCC 2, Sir, the 25th January. 

4784. (Mr. Fay) : Yes, on the left-hand side? — It was 
jolly foggy 12 miles from here. 

4785. You remember it, do you? — Yes, well. 

4786. Do you live at Kew? — No, I live at Beckenham ; 
it was very foggy there. 

4787. We shall have to ask Mr. Grant about that? — 
There is something wrong with the London Transport 
Executive's record there, but that was a very foggy day ; 
if it was that day, it was an appalling day. 

(President) : I should have thought that Kew was a bad 
place from which to judge weather over the whole of 
London ; it is right on the river bank. I do not live there, 
but 1 spend a certain amount of time there. 



(Sir Milner Holland): I should not have thought it 
was very much good cross-examining Mr. Hill about this, 
Sir ; if my learned friend asks for permission to introduce 
evidence to the effect that the past few weeks have been 
free from fog, I would not object, but I shall have some- 
thing to say to his witness if he tries to persuade us in this 
room that there has been no specially foggy weather in 
the last two or three weeks. I am rather inclined to beg 
my learned friend, subject to your guidance, of course, 
not to cross-examine Mr. Hill too much about meteoro- 
logical questions ; it is true that the table was put in 
through him, but I did not think it would be challenged. 

(President) : Yes, I am inclined to agree. Sir Edward ; 

I do not think we can treat Mr. Hill as a meteorological 
expert. If Mr. Fay wants to criticise these tables, 
ajppairently on the ground that they do not square with 
other reports, he must ask leave to call evidence about the 
other reports. With Mr. Hill it is really argument. 

(Mr. Fay): Yes, Sir, but these documents have been 
put in without anybody for me to cross-examine. 

(Sir Milner Ho.lland) : I do not object if rebutting 
evidence is asked for ; the only thing that would surprise 
me would be if that rebutting evidence is available and 
reliable. 

4788. (Mr. Fay) : I do not know whether it is worth 
spending a great deal of time on this, but there is one 
other matter which is statistical and which can properly 
be addressed to Mr. Hill. (To the Witness): Would you 
look at the right-hand side of the Kew figures or reports ; 
do you see that in the week from the 20th to the 26th 
January, 1958, fog appears once, on the Thursday? — ^Yes. 

4789. It says : “ Fog for a short time ” ; whereas in 
the following week, from the 27th January to the 2nd 
February — in deference to my learned friend I accept this 
as gospel truth — it says that there was fog on the Wednes- 
day, developing late afternoon, becoming thick ; on 
Thursday there was thick fog ; on the Friday there was 
thick fog until mid-morning, and fog in the early evening, 
and on the Sunday if was cloudy with fog in the morning. 
That sounds like a pretty bad week for fog, does it not? 
— Yes, it does. 

4790. Now will you look at page 120 of the transcript, 
at Exhibit BH 17 (revised) ; that shows the traffic receipts 
for those two weeks among others. For the first of those 
two weeks, the week ending 26th January, when there 
was one foggy day, the receipts were £11,000 down? — 
Yes. 

4791. In the following week, when there were four 
foggy days, the receipts were £48,000 up? — Yes. 

4792. Well, as a statistician, do you see any real con- 
nection between fog and traffic receipts? — It proves con- 
clusively that the budget figure is unreliable week by week. 
We know that fog affects traffic receipts ; that is known 
nationally as well as in London. It is putting much too 
great a strain on the budget ; if you first of all estimajte the 
figure and then you have a condition of fog, and then 
in the end you find that your receipts are not down but 
up, it is quite wrong to infer that fog does not affect 
traffic receipts. What is shows — the only one thing it 
shows statistically — is that your budget is wrong, and 
your budget is no more than the most informed possible 
guess at what the receipts should be. 

4793. Is it fair to say that your statistical approach is 
that if there is a decline when the meteorological reports 
say fog, then the decline in the tables is due to fog, but 
whereas if it is not unfortunately a decline but an increase, 
the budget is wrong? — On one isolated occasion, no, but 
if you get it on several occasions, or over a period, it 
is a fair statistical inference to make. 

4794. I see ; that is your answer. You do appreciate, 
do you not, that fog, unless it is so dense as to stop 
traffic altogether, while it takes some passengers away, 
it puts others on to public transport? — Yes, I think it 
does ; I think every adverse change in the weather will 
always put some passengers on — the person who walks 
will “ Hop on a Bus ”. 

4795. The more the people who habitually come in by 
motor vehicle, the more are likely to be put on public 
transport by fog? — By bad fog, yes ; I do not think they 
are affected by light fog. 
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4796. Do you drive in. from Beckenham every day? — 
Yes. 

4797. Do you not find it easier to get in on a foggy 
day? — No ; I did not find it easier today, but I did not 
attribute it to the weather. It was patchy. 

4798. That shows how local it is ; perhaps you did not 
have the fog that I did in the North. That is your first 
criticism, based on the weather. Then you go on to refer 
to the statistical test of the increase in motor cars ; that 
is given in Exhibit LCC 3, which again is not your 
document, but is one produced by your clients? — It is. 

4799. As you very fairly point out, it is from the 
London County area, where the population is still 
declining? — Yes, that is true. 

4800. We have not been given comparable figures from 
Middlesex ; you would expect to find them rather different 
would you not? — I do not know what they are. 

4801. And for reasons which are understood, the 
licensing year ends in November? — Yes. 

4802. So it would not include in 1958 any increase in 
licensing in December due to the removal of the hire 
purchase restrictions? — ^That may be so. 

4803. {Mr. MacLaren): This document is on the 11th 
Day at page 261 of the transcript? — ^Yes, that is quite so. 

4804. (Mr. Fay) : I think you very fairly said also that 
you had the figures — this is o-n page 249 of the transcript 
at Question 3665 — for live registrations? — Yes. 

4805. That is a more accurate statistic for this pur- 
pose, it is not? — I think it is in a sense. 

4806. I want you to look at that answer' of yours, to 
Question 3665. You give the increases in registration 
as at the third quarter of 1957 compared with 1956, and 
1958 compared with 1957 ; is that right? — ^Yes. 

4807. In 1957 there were 20,000 more cars and 7,000 
more motor cycles registered than in the previous year? 
—Yes. 

4808. That is 27,000, if one puts them together? — Yes. 

4809. In 1958 you say that there are 26,000 more 
cars and 2,000 more motor cycles than in 1957? — ^Yes. 

4810. Making 28,000, if one lumps them together? 
—Yes. 

4811. So there has been a decline, which no doubt 
many of us are glad to see, in the Lambrettas and so forth 
— a decline in the rate of increase? — ^Yes. 

4812. But there has been a considerable acceleration in 
the rate of increase of motor cars? — Yes. 

4813. And, lumping them together as motor vehicles, 
the acceleration is still evident, is it not ; the increase in 
the first year was 27,000 and in the second year 28,000? 
—Yes. 

4814. So that trend is still accelerating? — ^Yes, but not 
to an extent that should have any material effect. 

4815. Well, those figures are based on the third quarter 
of the year? — ^That is so. 

4816. So clearly they include the effect of the with- 
drawal of the hire purchase restrictions? — Yes. 

4817. That was in October? — Yes, that is quite right; 
they must do. 

4818. And you recollect, do you not, that Mr. Harbour 
said that the November figures for new registrations for 
the country at large were up 26 per cent, on the previous 
year? — ^Yes, he did. 

4819. And I must put to you a figure which I have now 
obtained since Mr. Harbour gave his evidence ; it is the 
figure for the December registrations for the whole 
country. They are up 32 per cent.? — ^Yes. 

4820. Would you say that those rises are attributable 
to the raising of the hire purchase restrictions? — I should 
have thought that they would be. 

4821. A 32 per cent, increase in new cars registered in 
the last month of the year — cars registered for the first 
time— is startling, is it not?— Again we have this figure 
compared with a year ago, which was a time of monetary 
stringency — it was the complete reverse ; it will be recol- 
lected that various measures had been introduced. So one 
would have to look very, very closely indeed at the figures 



for 1958 in relation to the figures for 1957, when taking 
those two months ; but I do agree that there has been a 
relaxation, and that does mean more vehicles. 

4822. If you are going to apply these statistical tests 
mathematically, you have to go into a welter of detail, 
have you not? — ^Yes, indeed. 

4823 . And if the commercial man exercises his judgment, 
perhaps he has a broader brush to wield? — If he has the 
means to do it at that stage. It is fairly clear that nobody 
running transport in the latter part of last year had the 
means, or could really have had any precise help, in 
exercising his judgment, as to the effect of the removal of 
restrictions on hire purchase. That budget was presumably 
made in November-December. 

4824. Let us pass on now from motor cars to television ; 

that is another of your statistical tests. You said at 
Question 3668 that television is surely approaching 
saturation, and you went on to say that it is known that 
three out of four households have television. I do not 
know where you got that statistic from? — I am not sure 
now. I 

4825. Will you take it from me that it is unknown to 
the BBC, who keep a very close check on this particular 
statistic? — In the London Area? 

4826. Yes, in district by district? — I have seen this 
somewhere ; I cannot, just off the cuff, tell you where I 
have got it from. 

4827. May I put to you the figures which my clients 
have obtained from the BBC for the London Transport 
area? Let me give you this caution, that where the BBC 
areas cut across the London area, the figures have been 
allocated on the basis of the respective populations, inside 
and outside? — Fair enough, yes. 

4828. That is fair enough? — Yes. 

4829. Having done that, the BBC figures show for the 
London area, in the first quarter of 1958, the percentage 
of households with television is 54- 1 ; for the second 
quarter it is 54-4 ; for the third quarter it is 55'0, and 
for the fourth quarter it is 56-6? — Yes. 

4830. If you think that your figure of 75 per cent, came 
from some reliable source, you will check it and let us 
know? — I do not think you can get anything more reliable 
than the BBC figure. They probably relate them to a 
different area— either to Central London, or something 
like that — but I am not in a position to produce a statistic. 

4831. Very well. As at the fourth quarter of last year 
the percentage was 56‘6, it is still far from saturation? 
— It is indeed. 

4832. These are households? — ^Yes. The rate of increase 
must obviously be less than in the years preceding 1958 ; 
that is the important point. 

4833. Do you think so? — Yes, I do think so. The whole 
of the 54 per cent, will have been obtained — or practically 
the whole of it — in the years from 1949, 1950 up to 1957. 

4834. Including 1957? — Yes, I would say including 
1957. 

4835. Let us test it since you take the point ; I have 
the 1957 figures here, too?— And the earlier years? 

4836. No ; that is why I ask you about 1957 ; but we 
can get the earlier years if they are needed. In the first 
quarter the percentage was 49'7, and in the second quarter 
it was 50'6 ; that is an increase of 0-9, is it not? — Yes. 

4837. In the third quarter is was 51-6 per cent. ; that is 
an increase of 10 per cent.? — Yes. 

4838. In the fourth quarter it was a percentage of 52-8, 
an increase of L2 per cent.? — Yes. 

4839. Now may we look at the increases in the figures 
I gave you for last year? In the first quarter, compared 
with the fourth quarter of 1957, there is an increase of L3 
per cent., is there not? — ^Yes. 

4840. In the second quarter an increase of 0-3 per cent.? 
—Yes. 

4841. In the third quarter an increase qf 0 6 per cent.? 
— Yes. 

4842. And in the fourth quarter there is an increase of 
1-6 per cent., the highest figure of all? — Yes, but now 
look at the total increase in 1957; that was from 49-7 
per cent, to 52 8 per cent., an increase of 31 per cent. 
The total increase in the whole of 1958 is 2-5 per cent. 
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4843. Yes, of which 1-6 per cent, was in the last quarter 
of. the year? — Yes. 

4844. That is when hire purchase restrictions were 
relaxed? — My point was not related to hire purchase, but 
to the gradual saturation of the television element, which 
I think is evident, and it must be pointed out that the 
whole of that 50 per cent., roughly — that was the figure 
for the beginning of 1957 — had come about in the period 
of a very few years ; the number of sets in existence in 
1946 or 1947 must have been very few indeed, and clearly 
the rate of increase is nothing like what it has been in 
the last seven or eight years. 

4845. But whatever it was, it is increasing again owing 
to the relaxation of the hire purchase restrictions? — I 
would not deny that just on the evidence, but, of course, 
nobody knows how many of those sets bought on hire 
purchase are replacements, or what they are. 

4846. These are households having television?— That 
is quite true. 

4847. The final figure which I must put to you, since 
T propose to use it in my final speech, is that we hi,ve 
worked out the figures of actual receipts for the 14 'veeks 
down to and including the sixth week of this year?- -Yes. 

4848. We have compared them with the same 14 v-eeks 
in ithe previous year’s budget?— In two budgets? 

4849. 1957 and 1958?- Yes. 

4850. We have adjusted the 1958 budget for this under- 
statement to which Mr. Harbour spoke, you recollect‘d — 
Yes. 

4851. And for the yield of the increase in sub-standard 
fares last autumn? — Yes. 

4852. Having made that adjustment, we find that there 
has been a decline in traffic receipts of 5 5 per cent 'd — 
Yes. 

4853. That decline is due to trend, the after effects of the 
Strike and mileage variations? — It is indeed, yes. 

4854. What is allowed in the 1959 budget for those 
three matters is 51 per cent.? — Yes. 

4855. So the receipts are 0-4 per cent, worse than the 
budget?— Yes. 

4856. I take it it is your view that all that is going to 
be made good and surpassed later in the year? — I think 
the Strike will, undoubtedly, affect those figures, but I 
cannot say by how much, and I would not attempt to do 
so. 

{Mr. Poole): Were your two periods 14-week periods? 

4857 . {M r. Fay) : I am told I put that slightly inaccu- 
rately. What has been compared is the 14 weeks’ actual 
receipts with the 14 weeks’ actual receipts of the previous 
12 months; it is the actuals adjusted, not the budget? — 
Is there a table on this? 

4858. The volume of traffic is now running at 54- per 
cent, less than it was 12 months ago. You can look at 
that table and tell your learned Counsel if you find 
anything wrong with it, because it is a figure I propose 
to use. 

{President) : After Mr. Hill has looked at it, we should 
like to know at what he is looking and what is being 
compared. 

{Mr. Fay): I had not anticipated that I should need to 
distribute it. If you would like to pursue this at the 
moment, may I hand in one copy to you. Sir? 

{President) : I see what you are talking about. You 
are going to circulate this, are you? 

{M r. Fay) : 1 have handed my learned friend a copy. 

{President): There is no new information in this, of 
course, is there? 

{Mr. Fay) : None at all. 

{Pre.sideni): It is extracted from the Exhibits which are 
before us? 

{Mr. Fay): Yes; 1 was not proposing that it should 
be an Exhibit. 

{President) : We have not got the 1957 actuals. 

{Mr. Fay) : Not in the Note to these proceedings. 

{President) : We have got them in the last proceedings, 

I suppose? 



{Mr. Fay) : I am not sure we have, because that was in 
1 957 ; but I could call a witness as to that if necessary. 

{President): I suppose one could get them from the 
transport statistics. 

4859. {Mr. Fay) : Yes, but whether they are in exactly 
the same form, I could not pledge my recollection, {To 
the Witness): May I now pass to another matter upon 
which you embarked in your evidence, and that is coming 
back to your Table SWH 5. I have not a great deal to 
put to you, Mr. Hill, but at line 2 you introduce stores 
and material into your calculation, do you not? — Yes. 

4860. It is right to say, is it not, that this is the first 
time that you have proposed to insert that item in the 
calculation? — Yes, because we have not had a figure 
before. 

4861. You had a figure for 1948 if you cared to use 
it? — I suppose we did in the old accounts, yes. 

4862. And you could have asked for a figure if you 
wanted it? — I could have done. 

4863. {President): From where are the figures in line 2, 
1949 to 1957, taken? You have assumed that there would 
not be much difference? — ^That is so. Sir. The starting 
figure is taken from the closing Balance Sheet of the 
London Passenger Transport Board, that was nearly £4m., 
and the concluding figure was shown in “ London Trans- 
port in 1957 ” at page 76, slightly over £4m. 

4864. {Mr. Fay) : Do you attach any importance to 
inserting stores and materials in this? — It is capital locked 
up. This is a test of capital invested, and the capital that 
is locked upj,^in stores and materials is as much locked 
up as it is in anything else, so it should be in. 

4865. Does that mean that when you went through a 
similar exercise to this before but did not include stores 
and materials, you were not trying to find the ratios 
of capital locked up? — ^That is quite true. What I put 
forward before was based on net book values, which 
was something approaching the capital invested, but it 
was not the whole thing, as I mentioned in my evidence. 

4866. That was what was recommended to the Tribunal 
back in 1953? — ^Yes. 

4867. Now ybu have a differenit oalouiiation. Of course, 
if one were going to do this, as I suggested earlier on . to 
the last shilfing, you would have to take off, not only 
stores and materials, but all .the ouirrent assets, would 
you not? — ^Yes, I mmtioned that in my evidence. I said 
one would have to really bring in the capital looked ,up in 
ourrent assets less liabilities. 

4868. And, of course, you do not know what they are 
for London Tran, sport? — ^Well, you get a rough idea from 
the fiigures. .Also here you have got a fiigure of £2-5m. 
that is stated to include cash, but I would have doubted 
if it did, .because there was only one cash fund. 

4869. Of course, once you do that you have also got to 
take in the liabilities?— ^ou have got the liabilities on the 
oither side. .Bet one thing that is quite certain is that if 
you did use these end-.of-the-year figures it would tend 
to bring up a lowier fiigere for London Transport than it 
does for the Bri.tish Transport Commission, as you can see 
by comparing the figure on page 76 with the Balance 
Sheet for the British Transport Commission as a whole. 

4870. It would tend to reduce the proportion of 
liabiliities? — ^The London proportion of stores and 
materials, ^ com.pa;red with the Commission as a whole, is 
less than its fixed assets ; it is only about 4 per cent., yes. 

4871. So it helps your oalciulation to put it in? — ^Yes, but 
there is no reason why it Should not be in. It should 
be in. 

4872. You are saying it should be in, but it did not 
occur to you to explore that figure before? — ^That was put 
in on the basis of net book values. 

4873. It was a way of arriving at a figure, was it not, 
wibich you recommended as an expert witness ,to the 
Tribunal? — Yes, quite right. 

4874. Now you have a way of arriving at a figure 
which you recommend to this Tribunal which does include 
the value of stores? — Yes, it is an improved and refined 
figure. 

4875. We are getting better and better every year? — 
We are, indeed ; we are learning more about these things. 
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4876. It did not take ten years for you to appreciate 
that there were some stores and materials in London 
Transport? — ^No. I do not recollect it ever occurring to 
me wihiat the figures were. Whether I did or not, I cannot 
say. 

4877. Of course, because of this disparity in ratio, if you 
took, out lines 2 and 9 from your table it would alter the 
final figures, woiulid it not? — >1 woiuld expect so, yes, but 
I do not know. 

4878. I have tried taking it out from yom: figures for 
1953 and 1954. Would you please check this and tell me 
if I am wrong, but if you take out lines 2 and 9 I make 
your Central Charges in line 16 for 1953 to be £5'5m.? — 
Yes. 

4879. {President) : It is, obviously, more than 10 per 
cent., and, therefore, must be more than £5- 34m.? — Yes ; 
it might he even shghtliy nearer £5- 6m. 

4880. {Mr. Fay): I made it, to the nearest decimal 
point, £5-5m., and in 1954 £5- 7m.?— Yes, but it should 
not come out. 

4881. But, you see, if the blinding thought had sud- 
denly flashed on you that stores and materials must be 
inokided in the calculations, you, unfortunately, would 
not have been able to put your proud little note at the 
boittom of the table, would you? — Oh no, that is quite 
true. But, of course, Mr. Fay, one must do the same 
thing with lines 2, 3, 5, 9, 10 and 12. One must take all 
those items off if we are going to get hack to net book 
values instead of capital invested. 

4882. The only calculation I have done, Mr. HiU, is to 
take off lines 2 and 9, and aU I am asking you is to agree 
with m^e — land I dare say you do, in fact I think you said 
you do — ithat that would result in Central Charges of 
£5-5m. and £5' 7m. in 1953 and 1954? — ^Yes. 

4883. An average for the two years of £5-6m., and 
not the £5 •4m. which the Tribunal found? — agree on 
the figures, yes. 

4884. ,And, of course, referring again to your little note 
at the bottom, at the time the Tribunal found £5-4m. 
to be a fair contribution you were recommending £5 • Im.? 
— ^That is quite true, yes. I am not trying to show that 
this is a sort of presentation of what the Tribunal decided, 
or that the Tribunal had anything in mind of this kind. 
That is not the purpose. The purpose is to show, never- 
theless, that it does prodiuce a figure that is not out of 
line with what they decided in 1953. 

4885. It was not out of line in 1953? — In 1953, yes— 
I think it is 1953-54, strictly speaking, because I think it 
was a year which spanned the two years. 

(President) : Yes ; it was “ Y ” year. 

4886. (Mr. Fay): While we are talking about 1953, I 
would rather like to look at the table which you put in 
then, which bears a family resefnblance to this one? — 
The format of it is probably similar, yes. 

(President): Is that the first 112, or the second 112? 

4887. (Mr. Fay): It is the second one, Sir, 112A, which 
is printed on page 240 of the 1953 transcript. (To the 
Witness): Your table in 1953, CC/H 112A, was your 
second version of the calculation of Central Charges you 
were then putting before the Tribunal, was it not? — 
That is so. 

4888 I think you have anticipated me by agreeing that 
it differs from SWH 5 in that there is no entry for stores 
and materials? — ^Yes. 

4889. No entry for the balance of the provision account 
or accounts? — ^Yes, that is right. 

4890. No entry for accumulated deficits? — ^Yes. 

4891. That, I teke it, is because, really, the exercise in 
1953 was a different exercise from the exercise you are 
putting forward today? — Not fundamentally different. It 
was then the capital invested in fixed assets ; now the new 
exercise is the total capital invested. 

4892. If you are merely looking at the capital invested 
in fixed assets you are applying a test, are you not? — 
A test, yes. 

4893. And you cannot apply a test unless, you have 
something to apply it to? — ^That is true. 



4894. That is the global approach, is it not? You 'take 
your figure from your judgment in all the circumstances, 
and then you consider it in the light of all the tests which 
you can apply, of which you say this is the best one? — 
It is only global in the sense that one is staking a test and 
splitting the figure up. 

(President): Do not let us stay upon the adjectives. 

I agree it is useful every now and then to use a shorthand 
phrase like “ specific ” or “ global ”, but both words can 
be used with different meanings. 

4895. (Mr. Fay) : Let us understand one another : What 
I am suggesting to you is that your approach now is very 
different from your 1953 approach, whatever term you 
use to describe it? — ^I do not think it is. I think it is' a 
refined 'One on somewhat similar lines. 

4896. What I would suggest to you is that today you 
are putting forward a pure .mathematical calculation? — 
Accounting is a mathematical calculation. 

4897. And, as I think I secured your assent to a long 
time ago, one which would, given the right data, produce 
a figure to the last shilling? — ^Yes, I do not dissent from 
that. 

4898. Because everything would be in it, provided you 
got the whole of the net current assets? — ^Yes, I would 
agree with that. 

4899. I will give you this, that if you did put them in 
it would not alter the final figure very much. Whereas 
in 1953 you were putting forward merely a part of the 
assets as an indication, and you could not pretend that 
the resulting figure there was one with any mathematical 
accuracy? — Not so accurate, but certainly not very far 
away. It did disregard the capital that was blocked up 
in any thing but fixed assets, and so it would not be wholly 
accurate. 

4900. It produced figures for Central Charges different 
from those you produce now, did it not? — I suppose so, 
yes, but I have not checked. 

4901 . If you look at the bottom of page 260, Table 1 13A, 
that is a calculation of the Central Charges which are 
the sums of lines 3, 8 and 10 ; is that not right? — Are 
you taking 1951? 

4902. I am looking at 1948 because it is the first one on 
the table? — Oh, yes, one would expect to get quite 
different figures in 1958. 

4903. The sum of those figures is £3-79m.?— I beg your 
pardon, I have misunderstood you. £3’79m. is correct, 
yes. 

4904. That is £3-8m. compared with £3’9m. produced by 
SWH 5?— Yes. 

4905. The figures produced by your present approach 
are higher for Central Charges than those which you put 
forward in 1953 ; is that not right?— I will take that. 1 
.think that is probably right. 

4906: One can check it, of course, from the table at 
page 241 giving the amount there described as the “ Net 
profit and deficit in each year ” against your net surplus 
or deficit in Part B of your present table?— Yes, they 
tend to be higher ; in fact, they are higher in every one 
of the five years. 

4907. If they were not higher, of course, they would 
not coincide with what the Tribunal found in 1953? 

Oh no, that is obvious. 

4908. I think I can go on from that 

4909. (President) : Before you go on, is there not a 
mistake in line 3? — ^The “ 10” should be 11 , Sir, you 
are quite right, but it does not affect the £5'4m. at the 
end. 

4910. (Mr. Fay): Part B of your present table throws 
out, as I said, an accumulated deficit of £10- 3m ; that 
is right, is it not? — ^Yes. 

4911. You appreciate that there will be a deficit in 
1958, do you not? — I would expect there to be, but I do 
not Imow what it is. I should think the Strike must have 
caused a deficit, but I do not know. 

4912. We are in February now, and you appreciate 
that the Commission’s accountants are engaged upon the 
preparation of last year’s accounts, which have to be 
presented to the Minister and my hands are tied, but 
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yours are not. Would you like to hazard a guess at 
the deficit for London Transport for last year? You 
see, you have got the gross receipts, have you not, in 
BH 17 revised? — Yes. 

4913. They are £9m. down, are they not? — Yes. I will 
have a go. 

4914. You can start with Mr. James’s Exhibit PJ 11, 
which shows on budget a net traffic receipt of £5'9m., 
the precise equivalent of the old Central Charges? — I 
should think it looks as if, possibly, there will be a working 
deficit, but I do not know, I have not gone into this. 

4915. The excess of gross receipts over working ex- 
penses, according to the budget, was £4-2m. — that is in 
PJ 1 1 — and as you are down £9m., it looks as though 
you have got a working deficit? — I do not know what 
your savings are, but one would expect there might even 
be a working loss. 

4916. Which means that, whatever the Central Charges 
are, there is not a penny for them? — If that is so, yes. 

4917. I think we can pass from that. There is an 
answer of yours which I do not follow, and which I 
must ask you about, on page 253, Q. 3736. My learned 
friend Mr. MacLaren asked you: “This is important, is 
it not, that the deficit shown here, according to this 
calculation, £10- 3m., has set against it the credit standing 
in the Provision Account, a credit to London?” I do 
not know whether that question embarrassed you, but 
your answer was : “ One wants to mention the two. I am 
not going to say that one should take £10'3m. and knock 
off £9m. and say therefore there is only a deficit of 
fl'3m. I cannot say that ...” It rather looks as 
though Mr. MacLaren was trying to get you to say that? — 
No, he was not, actually. I think, actually, he was taking 
it from my Proof. The point is that the British Transport 
Commission, up to the end of 1957, had had to put in 
£10- 3m., according to my calculation, to finance the deficit 
of London Transport, but they also hold about £9m. of 
London Transport’s balance in this account. That is the 
whole point. 

4918. (President): They did hold at the end of 1957? — 
Did hold at the end of 1957, yes. Sir. 

4919. (Mr. Fay): You agree, of course, it would be 
quite improper to do anything by way of a set-off, they 
are of a different character? — They are about the same, 
and as long as one can be assured, as I mentioned here, 
that the £9m. is going to come back again, then that is 
all right ; but the financing of the deficit of the L.T.E. 
is not costing the British Transport Commission very 
much at the moment ; it is costing them a net balance 
of about £lm. 

4920. Wait a moment. You have taken that into 
account in SWH 5, have you not? — ^That is quite true. 
I do not want to take credit for it twice. 

4921. (President): In other words, what you are saying 
in your answers you have already said on your Table 
SWH 5 under the year 1957? — ^Yes, that is quite true. 

4922. You show it as being an asset of London Trans- 
port which has to be deducted from their other capital 
assets? — ^That is true. 

4923. (Mr. Fay) : Then you went on to say : "... it 
is also relevant to bear in mind that there is a balance ”, 
and it is the relevance that bothered me? — It is relevant 
in considering what the accumulated deficit is costing 
British Transport. 

4924. Its relevance is that it is exhibited in SWH 5? — 
Yes. no more. 

4925. No more than that? — No. 

4926. If that is all, then we understand one another. 
A little further on in your evidence you referred to the 
allocation of £41m. to the Central Charges for British 
Railways? — Yes. 

4927. Which is deducted by Mr. Winchester in his net 
book values calculation? — Yes. 

4928. I think you said that you disagreed with his 
method of doing it if ,£41 m. and no more was allocated 
to British Railways? — If he is tied to £41m. for each year. 

4929. .And you added that on net book values that 
,£41m. was too small? — Did I? — ^yes, I accept that. 

4930. It is Q.3752: “You are saying that the £41m. 
is too small an allowance? — (A) It is if one is dealing 



with net book values, yes.” That, again, is a matter of 
mathematics? — ^Yes. 

4931. And if the last word in the ascertainment of 
Central Charges is net book values, then £41m. is wrong? 
— Yes. The importance is this : Mr. Winchester’s table 
was an attempt to get at a figure purely on net book 
values, and he goes so far and then he takes up the 
£41im. This is an exercise in the context of net book 
values, but he takes out a figure of £41m. which is not 
the right figure of net book values. 

4932. Never mind that. He takes it out because it 
has been taken out in the accounts? — Precisely. 

4933. It is only the balance of the Central Cha.rges that 
has to be split among the other activities? — Precisely, 
which means that in his exercise be puts too much against 
all those other activities. 

4934. If the net book value test is the right one? — If 
the net book value tesit is the right one. 

4935. As embodied in SWH 5? — ^Which is capital in- 
vested, and not net book values. 

4936. I do not know quite how far you feel bound to 
pay regard to bistorical facts, but it is an historical fact 
that it is the £41 m. which has been attributed to British 
Railways in the accounts? — ^That is quite true. 

4937. You are familiar with the provisions of the Act 
of 1957, are you? — ^Reasonably, yes. 

4938. Let me remind you of the relevant parts, because 
it is not without its importance. I do not know if you 
want the Act in front of you? — We will see. 

4939. I am going to start at the end, Section 4, sub- 
section (3), which says : “ In computing for ithe purpose 
of this Act 'the deficit on revenue account of British Rail- 
ways for any year there shall be brought in such amount 
as may be just in respect of any general expenses and 
charges of the Commission and in respect of any other 
expenses chargeable and things referable in part only to 
British Railways.” That refers to the allocation of Central 
Charges to British Railways, does it not? — Yes. 

4940. And it requires there to be brought in “ such 
amount as may be just ”. Do you accept that when 
British Railways’ accountanits put into their accounts the 
figure of £41 m. they were endeavouring to comply with 
that section? — Originally, yes ; but it is no longer a figure 
that is enough. 

4941. Are you acknowledging that it was enough in the 
years when it appeared in the accounts? — Well, it was 
nearer “ enough ” then. I am not quite cer.tain when it 
was in the accounts. 

4942. It has been in two years’ accounts?— I think it 
would have been right for the year previous to that, 1955. 
It has been in the accounts for 1956 and 1957, and I 
believe I am right in saying it was a figure which would 
be about right for 1955. 

4943. But you think it is noit right for 1957? — I am not 
saying it is wrong for the purpose of the Special Accounts. 
This matter bad to be settled, and all I am saying is 
that if you are trying to measure what the right charge 
against the LTE is, you are not bound by that £41m. One 
must be very careful about this. 

4944. Let us see where this is getting us. The exercise 
required by Parliament under the Act of 1957 is the finding 
of the share of British Railways of Central Charges which 
is “ just ”? — Yes. 

4945. Are you saying that is different from the exercise 
we are engaging in? — It is. 

4946. Have we not to find a share that is just? — We 
are trying to find a share that is just for the LTE. It 
does not necessarily follow that an amount which was 
just for charging against British Railways to the Special 
Account produces a figure that is just for the LTE. They 
are two different exercises. I do not think one could 
follow those lines at all. If you said to me: “Well, 
aU right, what should the figure be now? ”, I would 
say quite definitely it should be more ; but that does 
not matter, that is not the point here, surely. 

4947. This opens up vistas, does it not? — I do not think 
it does. 

4948. If you apply a different test according to which 
activity you are considering, you may at the end of the 
day find you have provided for 110 per cent, of your 
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Central Charges, or 90 per cent.? — ^No, I do not ithink so. 
That was for a very particular purpose, but that, surely, 
does not rnean that the figure that is taken out there 
as £41’m. is one by which we should be bound in measuring 
the Central Charges for the LTE, or anything like 
that? 

4949. The figure has to be attributed, such figure as is 
“ just ”, for the purpose of computing the deficit on 
Revenue Account? — Yes. 

4950. The deficit on Revenue Account means the short- 
fall after paying expenses and paying part of Central 
Charges, does it not? — Yes. 

4951. That is the very exercise that we are after in this 
Tribunal, surely? — ^Yes, but the exercise we are doing is 
to measure London, ^not to measure the whole of the 
British Transport Commission less British Railways. 

4852. And you are quite happy, are you, in measuring 
London to say : “ Oh, well, it may have been ju^ in 
that context to attribute £41m. to British Railways, but it 
is not a figure which I am bound to accept? — I think 
it is almost irrelevant. 

4953. You think it ought to be more? — I think it should 
be more. 

4954. Which means that there is less of a share for 
London Transport? — It would have that effect. 

4955. And less of a share for all the other activities 
if you had to go through this exercise? — ^Yes. 

4956. So you would not provide, on that basis, for 100 
per cent, of your Central Charges, would you? — Yes, you 
could. You either look at the right contribution for 
London and forget all about the £41m. ; or, if you say ; 
“ Well, I am bound hard and fast by a figure for British 
Railways ”, then you have to say : “ What should that 
figure be? ”, and you are bound to take a figure that is 
different from £41m. in 1957 and a figure that is different 
again in 1958. 

4957. Why are you bound, if you are having to find a 
figure for British Railways for the purpose of this exercise, 
to come to a different conclusion from £41m.?— You 
cannot take that same figure again, because the conditions 
on which the £41 m. were based, whatever they were, will 
not be repeated in the later years. 

4958. But it has been put into the accounts for 1957? — 
Precisely ; it had to be for the purpose of the Special 
Accounts. 

4959. It had to be put in at a “ just ” figure? — I cannot 
go into what is “ just ” ; it had to be in, and that is all 
that matters. There is no definite measure of what is 
“ just ”, or anything like that. lust because the Act says 
it should be “ just ”, it does not necessarily make it “ just ” 
in relation to the other activities. 

4960. {President)-. I suppose, Mr. Hill, you have not 
had time, and you may not have had the inclination, to 
apply the method followed in SWH 5 to the question 
“ what is a proper contribution of British Railways ”? — 
I have not done it, Sir, no. I could do it. 

4961. {Mr. Fay)-. That is all I have to ask on that part 
of the case. You went on in your evidence to say that 
although Central Charges were going to increase, on your 
view of it, by 1962 to £6Tm. or so, there would, in fact, 
be increased revenue derived from the new assets? — Yes. 

4962. I know you have been labouring under difficulties 
in considering this case since before Christmas, but you 
thought of that at rather a late stage, did you not? — No, 
I do not think so. 

4963. You see, it was not put to any of my witnesses, 
and they have not had an opportunity of dealing with it? 
— I cannot be responsible for that. I think it has always 
been there. 

4964. It has always been there as a suggestion? — I think 
so, yes. I will try and help as much as I can here. I 
recollect that when some figures were given about capital 
expenditure, total figures, I certainly recollect making the 
point during my own consultations : “ That does not mean 
anything unless we know what it is based on.” 

4965. I want to be quite sure on this, because I may 
have to recall a witness, and this is important? — I am sure 
it is. 

4966. I had better put to you what my instructions are. 
I am told that the Metropolitan Line improvement eventu- 



ally, when the traffic for which it is going to cater has 
matured, will bring in an additional net revenue of £0-1 m. 
You are smiling, Mr. Hill, and smiles do not get on the 
Shorthand-Note. May I take it you dissent from that, or 
you would criticise that figure? — It is another occasion on 
which to be surprised. You say it would bring in a net 
revenue of £0Tm.? 

4967. That is after paying for the interest charges and 
the additional depreciation? — Oh yes, I could accept that. 
If you put it after paying the increase in the Central 
Charges, yes. 

{.President) : This is the Rickmansworth and Amersham 
point? 

4968. {Mr. Fay): Yes, it is, the Rickmansworth to 
Amersham electrification. {To the Witness): That is the 
most substantial one. So far as the trolley-bus conversion 
is concerned, a good part of that is in the 1959 estimates, 
as you appreciate. That is starting next month? — Yes. 

4969. It is not mentioned by name on PI 12, the recon- 
cihation, but, in fact, it is there under line 8 : “ Other 
items, plus or minus, nil.” It is one of the other items? 
— I think I am right in saying it is not much in 1959. 

4970. And there is not much to come, I am instructed ; 
something, but not much? — Whatever it is. I do not 
know what the net figure is. 

4971. Neither do I, but I am telling you that it is not 
much. So far as Tube rejilacement is concerned, Mr. 
James dealt partially with that at page 80, Q.693. Do 
you remember Mr. James saying ; “ . . . So that arising 
from the replacement of that stock — that is the Piccadilly 
rolling-stock^ — “ there is an increase in depreciation charges 
included in working expenses of £200,000 a year — that is 
£270,000 of new stock less £70,000 on the old. That 
increase in depreciation charges arising from the replace- 
ments can be sub-divided in this way : as to £170,000 it 
results from rising replacement prices and as to £30,000 
it results from improvem.ents. The £170,000 arising from 
higher replacement prices is, of course, included in my 
£3m. replacement reserve today . . .”? — Yes. 

4972. I am told that the £30,000 increase in outgoings 
resulting from improvements will be met by revenue, 
but the £170,000 will not? — And no savings in main- 
tenance at all? 

4973. No. You appreciate it has a longer life. If it 
had not a longer life its depreciation would be still higher? 
— Am I being told that the new stock would cost as much 
to maintain as the old? 

4974. On an equalised basis, yes? — As the old stock? 

4975. That is what I think I am instructed to put to 
you? — I cannot accept that. 

4976. On an equalised basis? — I cannot accept that. 

{President): Mr. Fay, you obviously cannot finish your 

cross-examination before the adjournment, so we will 
adjourn now. 

{Adjourned for a short lime.) 

4977. {Mr. Fay): There are two matters arising out of 
the points I put to you this morning which I ought to 
;follow up and in one case correct. Not long before the 
adjournment we were discussing, you recollect, a possible 
deficit for last year, 1958? — Yes. 

4978. And in view of the loss of revenue of £9m. you 
were disposed to say there might, indeed, be a working 
deficit. I have been reminded of something neither you 
nor I recollected at thf time, namely, that an Officer of 
London Transport gave an interview to the “ Financial 
Times” last November jn which he forecast that London 
Transport would have a working surplus — that is before 
Central Charges — of about £Hm.? — Yes. 

4979. So it would not be right for either you or I to 
go forward on the basis that the results are going to 
be worse than that. I am instructed that the results will 
be found to be not very far from that figure. You would 
regard that, I daresay, as satisfactory having regard to 
the big loss of gross revenue? — It is better than I guessed 
it would have been, yes. 

4980. The other matter is the matter on which we 
parted, when you said you were surprised there would 
be no saving of maintenance on the new rolling stock 
on the Underground Railways? — Yes. 
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4981. I have taken further instructions on that and 1 
have not put the matter to you in sufficient detail. You 
recollect 1 put to you that, as Mr. James said, the new 
rolling stock will be largely replacement but partly 
improvement? — Yes. 

4982. And, of course, those two elements are combined 
in that same underground car? — Yes. 

4983. I suggested to you that the depreciation on the 
improvement part — that is the £30,000 — would be met 
by the improved yield? — Yes. 

4984. What I did not put to you was that the improved 
yield is derived from, not only the increased revenue 
because of increased capacity, but also from decreased 
expenditure on, amongst other things, maintenance. So 
you are right to this extent, according to my instructions, 
that there is a saving on maintenance, and what I am 
suggesting is that that is one of the factors producing a 
net improvement of revenue which will meet that part 
of the expenditure which effected the improvement but 
will not meet either the increase in Central Charges or 
the increase in depreciation on the purely replacement 
part. Do you follow? — Yes. 

4985. I do not know if you would like to comment on 
that? Those are my instructions as to what would have 
been said if your point had been put to my witnesses? — 

I am in a difficulty in commenting without seeing the 
figures of anticipated receipts and reduced maintenance, 
but, as I understand what you are putting to me, the 
reduced maintenance will finance the increased deprecia- 
tion to the extent of £30,000 a year? 

4986. This is the Piccadilly Line rolling stock replace- 
ment. I am not putting that the decreased maintenance 
alone would do it? — But improved receipts would? 

4987. That decreased maintenance is one of the factors 
producing sufficient . increase in net revenue to finance 
£30,000 a year? — That is in relation to a capital investment 
of what? 

4988. The annual charge will be £200,000 for deprecia- 
tion? — I gathered that. 

4989. £170,000 for renewal and £30,000 for betterment. 
What the capital value is I do not know, but one has only 
to multiply £200,000 by the life. £10-8m. was given in 
answer to Question 693? — I must say I find it very 
difficult, really, just on those figures, to draw anything 
from them. Might I just recap again to see I understand 
it, because this might prove to be important at a later 
.stage? The increased net revenue will, in effect, be 
£30,000 a year. Am I right in that — or is it £170,000 a 
year? 

4990. It will meet the £30,000 a year for part of the new . 
depreciation charge? — ^The corollary to that is that the 
whole of the £170,000 a year plus the interest charges on 
the capital investment will swell the loss. 

4991. It will not only do that, but, as I suspect, it will 
also finance the finance charges? — That is what was 
puzzling me. That, of course, is £-|m. a year. I was quite 
mystified at the triviality of the £30,000 a year. 

4992. I am not sure it will be £im. a year. It is the 
finance charges on that part of the £10- 8m. which is better- 
ment. What we are saying is that in the proportion of 3 to 
17, the new stock is as to 3 betterment and as to 17 
replacement. As to the 3 both the interest charge and the 
increased depreciation will be financed by the increased 
revenue from the whole, leaving the Commission to find, 
out of its existing revenue, the finance charges for the 
balance of the stock plus the £170,000 a year depreciation, 

(Mr. Poole) : The depreciation will be increased, will it 
not, because of the increased capital value of the assets 
which are replacing the old assets? 

(Mr. Fay) \ Yes : that is what is dealt with in Answer 
639 on page 80. It increases enormously. It goes up from 
£70,000, which is the annual depreciation of the old rolling 
stock, to £270,000, which is the annual depreciation of the 
new rolling stock despite their longer lives. 

(Mr. Poole) : That is £270,000 a year. 

(Mr. Fay) : Yes. 

(Mr. Poole) : The .£200,000 you were talking about is 
the increase on the old depreciation? 

(Mr. Fay) : Yes, Sir. 



(Mr. Poole) : It is not the actual depreciation, you have 
got to add £70,000 on to that. 

(Mr. Fay) : The increase is £200,000. 

(Mr. Poole) : It has gone up from £70,000 to £270,000. 

4993. (Mr. Fay) : Yes, Sir. Of that £200,000, £170,000 
is attributable to pure replacement and the extra £30,000 
is attributable to improvement. (To the Witness)-. I can 
put it in another way by saying that the improvement 
element will be self-financing? — Yes. 

4994. But the replacement element will not, leaving one 
with having to find out of revenue at the existing rate both 
the interest on the capital investment in replacement and 
the increased level of depreciation? — ^Yes. 

4995. That is what I understand my witnesses would 
have said if they had been cross-examined about this. 
You were inclined to suggest that the result might be a 
lot more favourable? — I took them all together, of course, 
and I cannot usefully comment on this without giving 
it more thought. It is a very poor return on a capital 
investment of £10m., a very poor return indeed ; but I 
have no figures, so I cannot deal with it. 

4996. It is due to the fact that the cost of buying a 
new railway car has increased so enormously since pre- 
war, is it not? — I think it is primarily due to the fact that 
you are not saving anything like as much on maintenance 
as I would have thought you would have done. 

4997. The plain fact is that you cannot make a tube 
railway and equip it today and run it with any kind of 
prospect of a return, can you? — I should think you 
probably could not. 

4998. That is the trouble on Route C? — Route C, 
apparently, is not going to be so very unremunerative. I 
have found a report in the technical Press based on papers 
and reports by the Transport Commission Officers, and I 
see that it is reported that Route C, allowing for all the 
factors, will fail to pay its interest and amortisation 
charges by £2m. a year. That is a very little loss. I do 
not know whether that is correctly reported in “ Modern 
Transport ” dated February 14 of this year, but it is based 
on a review of some papers and it says : “ But owing 
to the burden of high cost and the fact that most of the 
passengers would be diverted from other BTC services, 
the new tube- would fail to remunerate its capital by 
perhaps £2m. a year ”. If £50m., or something like that, 
is to be spent, it is only failing by a very small margin ; 
but I do not know if that figure is right. I can only take 
it from this report. 

4999. That is a side-issue. Let us get on, Mr. Hill, 
time is passing. The next matter I have on my note of 
your evidence is the question of reserves. In principle 
you think they are desirable? — Oh, yes, we all hke to have 
reserves. 

5000. Incidentally, Mr. James put forward a figure of 
£3m. as the annual amount required to lift maintenance 
from historic to replacement cost. Do you quarrel with 
that figure? — I have not the means of checking it 
independently. It is a figure that I thought sounded about 
right. 

5001. You would agree it is capable of fairly precise 
calculation?— Yes, I think so. It is really only on the 
rolling stock and that type of stuff. I should think that 
is about right. I know how to do the figure on bus stock 
because I have done it many times in the Provinces. 

5002. You agree, I take it, that as time goes by and 
as the new rolling stock and other assets get bought, that 
figure of £3m. will work its way into the new historical 
cost depreciation? — ^That is axiomatic. 

5003. Mr. James said (on page 80, Q.696) that by 1961 
£im. will have got into working expenses depreciation? — 
I thought that was a lot, because he is not spending that 
much capital to give rise to £Jm. depreciation just on 
renewals of his bus fleet and tube fleet. I do not see 
how you can get that figure. I think that must include 
the expansion on the other jobs as well. 

5004. At Question 696 he was asked : “ How far will 
that rise in depreciation charges be off-set by a reduction 
in the replacement reserve, if you had one? — ^Provided 
prices remain stable, I should think that the reserve would 
fall from £3m. a year to between £2^m. and £2|m., 
probably nearer £2:]-m.” So you are right in that the 
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£t]ti. was the top side of the bracket ; it is between 
£jm. and £|m. You do not quarrel with that, do you? 
— I have no means of checking it. 

5005. Once it has worked its way into the historical 
cost depreciation, it is part of the working expenses and 
has to be met? — Oh, that is quite true. 

5006. So if Mr. James is right, of this £3m. you would 
concede that between £jm. and £fm. of it has to be found 
as working expenses, if I may put it in that way? — Oh 
yes, on that assumption. As I say, I cannot check that 
figure. 

5007. Beyond that, I take it you are suggesting that 
this is not the time to provide for a reserve, either for a 
replacement or a general reserve of any substantial size? 
— No, not if it means the loss of passengers, a large loss 
of passengers. If it did not I would like to see it done, 
of course, just as I said in my evidence in Chief. If 
reserves can easily be found and ■ collected it is a good 
thing to do, within reasonable limits. 

5008. I do not quite follow this. Whenever fares are 
increased there is always a gross yield and a discounted 
yield, the diSerence to be represented by passenger 
resistence or loss of some traffic? — ^Yes. 

5009. There is no difference in the discounts taken this 
time as compared with previous years? — Over-all there is. 

5010. Never mind about “ over-all The discounts 
taken for any individual fare increase are the same size 
as the discounts in previous years? — I think they are 
more. I have not looked at them item by item. 

5011. They are given item by item in the appendices? 
— ^But their aggregate effect is much greater ; so much so, 
that, as I put it to get three one has to lose two. 

5012. Looking at BH 15, are you saying that to get 
three you lose two? — Over-all, yes. 

5013. That is comparing the gross with the net, plain 
and simple, is it not? — ^Yes. 

5014. Do you think that is a fair way of putting it? 
— Absolutely. 

5015. You see, percentages are rather misleading things, 
are they not? — ^Percentages are, yes. 

5016. It depends what you are comparing with what? — 
Yes. 

5017. Do you recollect Mr. Harbour pointing to an 
example in the Tables where he had provided for a 5 per 
cent, loss of passengers and that reduced the yield by 
20 per cent.? It is page 170, Question 2227, if you want 
it. This same, I suggest, mathematical fallacy was being 
put to Mr. Harbour. Counsel was saying he thought the 
difference between gross and net indicated a 39 per cent, 
loss of traffic, and Mr. Harbour said : “ I say not. I 
think I can prove that, if you look higher up, by the way 
in which we have discounted the yields for the other 
fares. If you look at the second Une on Appendix ‘ C ’ 
you will see the movement of the existing l^d. fare to 2d., 
producing a gross yield of £310,000 and a net yield of 
£248,000, a difference of £62,000, about a 20 per cent, 
discount. But that is not say that 20 per cent, of the 
traffic is lost ; in point of fact, it is 5 per cent. ”? — I do 
not disagree with that. 

5018. That is right? — Absolutely. I have not fallen 

into a fallacy of that kind. 

5019. Let us be quite clear about it. This is an example 
where if you lose 5 per cent, of the passengers the differ- 
ence between gross and net yield is 20 per cent.? — Oh, yes ; 
but I am not involved in that sort of percentage. 

5020. Taking the ratio of gross to net yield is not a 
helpful way of looking at the matter, is it? — No, but I 
am not looking at it in that way. 

5021. Are you not? — No, I am not looking at the 
relationship between them. 

5022. Do you agree the right way of looking at it is 
to see what percentage of the passengers you are losing? 
— What percentage of revenue you are losing. 

5023. What percentage of passengers? — Or revenue. You 
lose revenue if you still keep a passenger but he travels 
a less distance. So it is really revenue. 

5024. It is passenger-revenue. In the case Mr. Harbour 
put that was 5 per cent.? — I agree. 

87605 



5025. I think we are agreed there is no loss of passenger 
revenue catered for of more than 124 per cent, in these 
tables, is there? — No, I think that is the highest. 

5026. That is the measure of the highest loss we are 
encountering in raising the additional money? — Of your 
total revenue, yes ; but this does not destroy my three 
to two. 

5027. It does to this extent, that the two is an actual 
which we have to get and the three is a theoretical 
passenger which we could not get? — No. The three is 
the actual you hope to get. 

5028. Making five altogether? — Yes, that is right. It 
is quite clear on your own table BH 15. 

5029. The two is the difference between what we are 
going to get and something which we cannot get? — It is 
what you lose. In the process of getting three you lose 
two. 

5030. {President): It all depends upon what meaning 
you give to the word “ lose ”. It is not something you 
lose in the sense that you have had it at one moment 
and lost it, it is only a loss if you say you could have 
got the 5 per cent, in some way and you are going about 
it in another way and only getting three? — ^Yes, I think 
that is right. Sir. But to get your three into the coffers 
you have got to lose a volume of passenger-use or custom 
which is worth two. 

5031. Which would have been worth two if you had 
ever had it? — Precisely, Sir. It is only worth a little less 
than two now. 

5032. (Mr. Fay) : Which you have had in the past when 
it produced less than two? — Just less than two, yes. 

5033. Not “just” less? — ^Yes. You can work it out. 

5034. Which table are you on? — BH 15. It is worth 
two in terms of the new fares, and as the level of the 
new fares is about 11 per cent, to 12 per cent, higher than 
the old, the two of which we have been talking before 
would have been worth about L8, something like that. 

5035. I am not going to accept your figures for the 
moment. I dare say they are right, but I am quite beyond 
doing it in my head. Supposing all you have said is 
justified, what is wrong with losing some passengers to 
improve your net revenue position?— -I think at a time 
when you are losing passengers for a variety of causes, 
to aggravate the situation — and I think it does mean losing 
them almost beyond recall, although you will prohably 
get some back with better facilities later on — is asking for 
financial -trouble. 

5036. If you are right one can never, save in some 
exceptional National Crisis such as petrol rationing, or 
some artificial means of inducing people to travel by 
public transport, set up any kind of reserve, can one? — 
Not of any size, no, I do not -think you can. Indeed, that 
is the situation that is facing a great deal of transport 
in this country. 

5037. You said in 1951 that was not the time for the 
same -exercise? — No, not just for the sake of putting money 
aside. 

5038. At no -time since the Commission has been set 
up would you say it was the time? — No, not since about 
1950. It .so happens there was a good demand in 1946. 
1947 and 1948, but, of course, it could not be dealt 
with procedurally. That was such a time when you could 
have put money aside. 

5039. You are advancing the view that it is only if 
there is some real windfall? — Or if conditions are good. 
The Local Authority undertakings are in the same position. 

5040. Today? — Today. They cannot put reserves aside. 

5041. Local Authorities are rather different? — They 
are more akin to this than the companies. 

5042. The companies seem to have no difficulty? — They 
are.finding it increasingly difficult. 

5043. Are they? — Yes. Some of them are putting less 
to their reserves than they have in the years up to about 
1954. 

5044. They must have put a lot to reserve before in 
that case? — None of them are putting money to reserve 
over and above what they notionally regard as a replace- 
ment reserve. 

B 
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5045. The BET Companies which you mentioned in 
your evidence are putting away a substantial sum to 
reserve, are they not? — Yes, to the extent of the difference 
between their historic and replacement provision. Even 
there there are several companies in the BET Group 
which have not, in the last year or two, put even the full 
amount of that aside. They are finding it increasingly 
difficult. 

5046. Let me put one or two examples to you. In the 
year ended 31st December, 1957, the Midland Red Com- 
pany — you know them, do you? — Yes, they are the largest 
of the companies. 

5047. They transferred £100,000 to reserve? — Yes. I 
think you will find that if you go back to about 1949-1950 
they were putting about twice ot thfee times that amount 
to reserve. 

5048. What was the reserve of that company? Have 
you any idea? — I do not think I have got it here. They 
are very large figures, running, probably, into £3m., I 
should think. 

5049. For this one company? — Yes. 

5050. That amount was paid into reserve out of profits, 
after tax, of £458,000? — Yes, that is about the sort of 
figure. 

5051. The next largest one. Northern General, made a 
profit in the year ended 31st December, 1957, of £316,070? 
— Yes, I think they did. 

5052. And put £125,000 to reserve? — Yes ; which is no 
more, in round figures, than the difference between what 
they had written into their Revenue Account and what 
they are providing for replacement. That group of 
companies does do that. 

5053. You are saying these figures are assessed with 
reference to replacement? — Primarily. 

5054. Corresponding to London Transport’s £3m.? — 
Primarily, but they are all finding it difficult. There are 
three companies in Yorkshire who did not put the full 
amount last year, I notice. 

5055. I am reminded that the year with which we are 
dealing in that case, 1957, was the year of the Provincial 
Bus Strike? — ^That is quite true. 

5056. I do not know whether it was you who raised the 
question of the United Automobile Company? — ^Yes, it 
was. 

5057. There was some sort of complaint, as I under- 
stand it, that that company told the Traffic Commissioners 
that they needed sufficient revenue for Replacement 
Reserve, and when they got it, instead of transferring it 
to reserve, they handed it over by way of dividend to 
the Commission? — Yes, but the complaint was not directed 
against the Directors of the United Automobile Company 
as such. It has been directed against them in another 
place, but the point was that the BTC do not really 
believe in a Replacement Reserve. 

5058. Wait a minute. You appreciate, do you not, that 
the United Automobile Company,’ because it made a 
profit, was assessable to Income Tax? — Of course, yes. 

5059. And, in fact, it had to pay Income Tax? — Indeed 
it does, yes. 

5060. You appreciate, too, I dare say, that, as a wholly 
owned subsidiary of the British Transport Commission, 
if its profits are handed over to the Commission the Com- 
mission can recover the tax? — ^That is quite true, to the 
extent to which it is taken as a dividend. 

5061. Would you agree that, in those circumstances, it 
is the plain financial duty of those controlling the Com- 
mission to secure that that company declares a sufficient 
dividend to enable all the tax to be recovered? — ^Well, it 
all depends. If the Commission thinks that the financial 
expediency of getting this tax advantage through, in a 
sense, a technicality, is greater than their belief in a 
Replacement Reserve, yes, I could well understand their 
doing that ; but, of course, they could do both, they could 
declare their dividend and get the full advantage of the 
tax deduction at the source, get their tax reclaimed as 
an item of dividend and then put it into a fund in their 
own accounts, if they believed in it. 

5062. They can hardly do that with the cash, can they, 
when they are in deficit? — ^They could earmark the 
reserve. 



5063. It is perfectly true that they could set up, I sup- 
pose, a fund and call it “ reserve ” on paper? — Precisely. 

5064. What difference would that make to the financial 
structure? — ^There would then be for the Provincial and 
Scottish bus companies what it is now suggested there 
should be for London Transport, namely, a fund to meet 
the higher costs of renewals. 

5065. It is not much use to the Provincial and Scottish 
bus companies unless it is in their financial structure, is 
it?— Yes. 

5066. How? — ^It can always be returned to them. 

5067. By being handed over by the Commission? — By 
being handed over by the Commission, they are wholly- 
owned subsidiaries. 

5068. Wihetiheir it is banded over by the Comimission 
from an accounlt labelled “ Reserve ” or from the Com- 
miissaon’s General Fund, does not matter, does it? — lit does 
to the same extent that it matters in Lonidon. The 
position is precisely ainalogous to that in Londion. 

5069. lit is not quite, the same, is it? — ^It is in all 
essentials. 

5070. The London Transport is not an individuial at law 
assessable to tax, is it? — No, that is quite true. 

5071. That is the fundamental difference between the 
two? — It is the fundamental difference that led to the 
consideration not to sat the money aside so as to cash in 
on this tax advantage, yes. 

5072. You talk about it as if it was somethimig dis- 
creditable. You are famifiar with parenlt and subsiidiary 
companies in the ordinary commercial structure of the 
country, are you not? — ^Yes. 

5073. Have you ever heard of any accioumtamts advising 
a parent company which had made a loss to avoid this 
perfectly proper method of getting its tax back if it 
happens to have a subsidiary company? — No ; but to do 
so they would have to abandon what they say they believe 
in, namely, a Replacement Reserve. 

5074. Abandon it on paper? — Abandon it euitirely. 

5075. Abandon it on paper because you cannot keep it 
in the accounts of the subsidiary if it had been handed 
over as dividend? — ^No, abandon it entirely. 

5076. The money is still there? — No, it is not ; it is 
lost to that activity. 

5077. It is losit to the activity, provided the Commission 
does not hand it back at some stage? — ^Yes. 

5078. Have you any knowledge as to what the Com- 
mission does when the subsidiary company wainits to buy 
a new bus? — It woiuJd either have to raise more capital, 
or the Commission would lend it money ; but what has 
most frequently happened so far is that, in addiition to 
this, several of the companies have got money on loan 
to the BTC, and those loans are going down as the buses 
are bought. 

5079. That is the money as opposed to the provision? — • 
But the point remains that here was an activity which 
had its own Replacement Reserve which no longer exists, 
and whether the oonsiderations were expediency, to get 
bold of the tax advantage, or otherwise, the fact remains 
that there is no Replacement Reserve in relation to this 
activity — ^and I am talking about the Sco.ttish and Provin- 
cial bus companies — ^and there could have been either in 
the accounts of the subsidiary — ^because although you 
would not have got your whole tax advantage you would 
have got the greater part of it — ior it could have been 
sho wn in the accounts of the BTC as on loan. 

5080. You do know, do you not, that the accounte of 
the BTC are framed in accordance with the Minister’s 
Directions? — ^Yes. 

5081. And so far as the subsidiary companies are con- 
cerned, those Directions are similar to those contained in 
the Companies Acts, you have a combined Balance Sheet 
and Revenue Account? — ^Yes. 

5082. Although the subsidiary is an entity at law which, 
in fact, produces, for its own purposes, its own accounts? 
— ^That is right. 

(President) : Does all this matter? 

{Mr. Fay ) : Mr. HiU thinks it does, Sir. 
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(President) : Assuimiing that it is wise and practicable 
to have a reserve of any sort, does it matter, even if it is 
true, that the Tiransport Commission have in the past not 
been wise? 

(Mr. Fay) : That is another aspect of the matter which 
goes to the relevancy of this question altogether. 

(President) : That is what I am asking. Does it matter 
wihather in the case of the United Automobile Company 
you can detect a lack of prudence on the part of the 
British Transport Co^mmission? 

5083. (Mr. Fay): I am concerned to meet whatever 
suggestion lies behind Mr. HilTs evidence and the sug- 
gesltions of my learned friend. It has never been very 
dear to me bow rdevant it was to this Inquiry, but, in so 
far as my learned friend thought it was reteviant, I felt it 
right to meet it. However, I have gone over the ground 
more than once now, and the facts are reasooably clear, 
so the rest is, no doubt, argument. (To the Witness): I 
jffiopose to go on, Mr. Hill, but do not let me stop you if 
you wish to say anything? — ^Arising out of the President’s 
remark, might I add why we think it is very relevant? 
Firsly, there is a not unnatuinal fear that London Trans- 
port might well he treated in the same way as the bus 
companies, namely, that the fares might be increased by 
£3m. and that -the £3m. will never come back to London 
Transport, that the advantage of it will never come back. 
Secondly, it is so imiportant that if any money is claimed 
for the punpoise of a Replacement Reserve it should be 
so earmarked in the accounts, and, indeed, taken into 
account when one is measuring in the future what the right 
oonitribution to the Central Charges is. 

5084. (President): You can rely on us to do th,at. If 
we provide a revenue partly for that purpose, and if in 
the future when we examine the results of the new 
charging powers we find that there has been produced 
more than the working expenses and Central Charges, we 
shall not be much interested in the fact that the difference 
does not appear as a Replacement Reserve or anything 
else? — It would be very difficult to discover, Sir, because 
you would have to say: “Where has it gone? Has it 
gone to meet the deficits, or has it gone to a General 
Reserve, or has it gone to a Replacement Reserve? ” 

5085. (Mr. Fay): Would it meet your point if it is 
shown in the accounts of London Transport in future? — 
As long as there is a complete Balance Sheet for London 
Transport, yes, it would meet that point. 

5086. If there was a complete Balance Sheet you would 
be happy? — Not about collecting £3m. for a Replacement 
Reserve, but it would overcome that particular difficulty. 
The only criticism then would be that it is London alone 
which would have been singled out as the only activity 
providing for replacement in advance. No other one is. 

5087. It would still be a provision in the accounts and 
the money would have been handed over to the British 
Transport Commission, would it not? — ^Yes. 

5088. If the United Automobile Company had done the 
same thing there would have been a provision, and the 
money in that case would have been lent to the British 
Transport Commission? — ^Yes, but, in actual fact, it has 
not been. In actual fact, it is lost in the generalities of 
the funds. 

5089. Very well, let us go on to London Lines, the 
last matter. I am not at all clear what you are saying 
about London Lines? — Very little, Mr. Fay. 

5090. You end up by saying that you do not know 
whether they have got an accumulated surnlus or deficit? 
—Yes. 

5091. And you make certain criticisms based on your 
Table SWH 6?— Yes. 

5092. Your first criticism, and I suppose 1 must deal 
with it. is that, looking at movement expenses, you have 
not got the same detail for 1958 as you had for 1954. 
Is that right? — I do not mean that as a criticism. 

5093. That is not a criticism? — No, that is not meant 
as a criticism. 

5094. Of course, if you or those responsible for your 
evidence had wanted to fill up your Table SWH 6 on the 
right-hand side, they could have asked Mr. Winchester 
to do it? — Yes. I do not think there is any criticism 
implied there. T did not mean to put it as criticism. 
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5095. (President) : I thought Mr. Hill’s evidence, 

certainly on the vehicle-movement figures produced by 
Mr. Winchester, was more that he found the figures, 
compared with the 1954 exercise, puzzling? — ^Yes. 

5096. (Mr. Fay) : What is the source of your puzzle-- 
ment? — ^The relationship of some of the figures. 

5097. Let us look at SWH 6 and you can tell me which 
figures. We are on vehicle movement at the moment, are 
we? — Yes. First there is the sizeable reduction in line 5. 
The main point, incidentally, is not on vehicle movement, 
it is on terminal and documentation expenses. There is the 
reduction in line 5, but, of course, one has to bear in mind 
also that there is an ad hoc addition at the end for the 
through services. Then there is the reduction in the 
Western, but that is a'srnall thing. Then -the very large 
increase in the Southern electric. But it is when one came 
to look at terminal and documentation expenses that I men- 
tioned what I thought was a specific error. 

5098. I am coming to that. What you are saying is you 
put the two figures side by side and you find some have 
increased less than you would have expected and some have 
increased more? — ^That is right. 

5099. You just draw attention to that? — No more than 
that. 

5100. If that is all you are doing, T can pass on as far 
as your answer 3808 on page 257. You are being asked 
about applying percentages for increases, and you are- 
asked: “That is inevitable, is it not, in this method of 
working?”, and your answer is: “Yes. I cannot say, of 
course, whether there is any error, but any error that there 
was would be perpetrated” — 1 think that must be per-- 
petuated? — ^Yes, it should be. 

5101. “ . . . and indeed exaggerated, by reason of 

that”. 'This is what I do not follow: “There is one 
point where it seems to me that an error of principle 
is committed ; I will put it this way : The aggregate 
expenses of vehicle movement in 1954 were put at £12'4m. ; 
that is line 20. In 1958 the figure is £16-lm. The differ- 
ence between £12'4m. and £16'lm. is a difference that 
comprises at least three different factors : (1) The rise 
in price levels in -the meantime ; (2) A different pattern 
in the sense that some steam has become electric, and 
(3) The fact that it is now stated that some of the 
figures -that are now put forward are on a wider .basis 
than in 1954^they are in the nature of corrections. 
Whereas the 1954 figures did not include, for the bulk of 
the Eastern Region services, anything in the nature of 
a costings exercise, now they do Mr. Hill, your third 
point is misconceived, is it not? — In answer to that specific 
point I think it probably is. 

5102. Because one only has to look at your table to 
see the 1954 exercise ; lines 1, 2 and 3 are costed Eastern 
Region services, vehicle movement expenses? — Yes. 

5103. You were a little confused on that point? — By 
mentioning the Eastern, yes ; but the point that the 
difference between -the £12'4m. and £16- Im. represents 
rising prices and change over from one to the other and 
a correction must -be right..: 

5104. What correction?— The correction for the fact 
that the new estimates are different from the old. The 
new estimates have not been got out, presumably, by 
allowing for price changes, they are new estimates in 
many respects, and. therefore, they will almost cover up 
differences that were otherwise apparent between 1954 
and 1958. 

5105. I thought a moment ago you were criticising the 
method of applying a percentage increase. Now you are 
criticising -the method of doing the costing again? No, 

I am not criticising the method. 

5106. Where is the error in principle? — The error in 
principle is, I submit, in applying the same ratio, the 
34i per cent., to the new figure as obtained in 1954. 
There is no reason why it should bear the .same relation 
to it. 

5107. Now we are on terminal and documentation 
expenses? — Yes. 

5!08.There is no error in principle in the matters set 
out in that first paragraph in the second column on 
page 257? — It is not intended to say there was. It is in 
applying the 344 per cent, that I think there is an error 
of principle. I think that is quite dear on the transcript. 
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5109. Let us see. Applying it to terminal and docu- 
mentation, you find that the increase in charge, on your 
summary at the end, is 28 per cent.? — Yes. 

5110. In fact, the lowest of the percentage increases? — 
Yes. 

51,11. And lower than the percentages by which most 
costs have gone up? — Yes. 

5112. Are you seriously saying there is anything to 
criticise there? — ^The change in price levels is certamly 
no't 28 per cent, in this period. 

5113. Not as much? — No. 

5114. I do not know if you heard Mr. Winchester 
on this m'atter, but on page 233, Question 3413, he stated 
that 'in the relevant period average earnings went up by 
28 per cent., coal by 41 per cent, and iron and steel by 30 
per cent.? — Yes. 

5115. Do you accept those increases? — Yes. But I also 
accept the larger figures he has used elsewhere. Taking 
all factors into account, iron, steel, coal, wages and every- 
thing else, under one heading he allows 15 per cent, and 
under another heading he allows 17 per cent., from 1954 
in that case. There clearly has not been a general in- 
crease or fall in money values equivalent to 28 per cent. 

5116. We are not talking about a fall in money values, 

we are talking about an increase in terminal and documen- 
tation expenses? — Yes, but 

5117. The bulk of which is wages? — The bulk, yes. 

5118. Your line 21 shows .that? — Yes, more wages than 
salaries. 

51 19. It is pay, anyway? — Yes. 

5120. Are you suggesting that the pay increase in the 
period was not 28 per cent.? — I think the pay increase 
was less than that, probably 25 to 26 per cent. It is 
referred to in one of Mr. Winchester’s notes. 

5121. Mr. WinGhester has given it in the passage I 
quoted as 28 par cent, precisely? — Yes, for the nationalised 
industries as a whole. 

5122. That is your criticism on that point? — Yes, it 
was a criticism in principle, that it is not right to assume 
that there would be a constant relationship between those 
costs. In .other words, you put up the £12-4m. to 
£l6'l.m. for a variety of reasons and it is wrong to assume 
that terminal and documentation costs should bear the 
same 34^ per cent. Let me concede this, that without 
doiing another exercise you would have great difficulty 
in selecting any particular ratio or percentage to apply. 

5123. In other words, you cannot think of another way 
of doing it? — I said that. I said I cannot tell you what 
the right figure should be. 

5124. (President) : If we had done any exercise we should 
be back to the old dispute in which Sir Reginald said if 
we wanted to get the term.inal and documentation expenses 
we added 33 J per cent., you said 25 per cent., and we 
said 33, ?i per cent.? — Yes, that is so. 

5125. Anyhow, you say you cannot just arrive at it by 
saying it is the same percentage as in 1 954 applied to a 
higher figure? — That is so. Sir, yes. 

Re-examined by Sir 

5138. (Sir Milner Holland): I have only one or two 
short questions to ask Mr. Hill in re-examination. Sir, to 
get them out of the way. (To the Witness): Would you 
take your Table SWH 5 which is printed at Page 220 on 
the Ninth Day? You were asked a series of questions by 
my learned friend about having included line 2 and, of 
course, line 9, Stores and Materials? — Yes. 

5139. As 1 understand it. you say that if you are going 
to base it on the total capital invested, this is more 
accurate : this is necessary for complete accuracy. If it 
is the fixed assets basis, do you work out the calculation 
by taking the fraction represented by line I over line 8? 

If it is the pure fixed assets basis, it is the fraction which 
is represented by line 1 over line 8? — ^That is so, except 
for the last two years, when you cannot disregard that 
adjustment about the advances. 

5140. Yes. the adjustment in line 13, in the last two 
years? — Yes. 

5141. So it comes to this : On the pure fixed assets basis 
what we have to do is to take total Central Charges on 



5126. (Mr. Fay): If when you apply the percentage 
which was applied before — and you cannot think of any 
other way — you find that the increase thrown out comes 
to 28 per cent, and that that is in line with the wages 
increases, it is a fairly good test that it is right, is it not? 
— It is a test that it might not be very far wrong. 

5 1 27. I will accept that ; that is as much as one can 
hope to get from you, Mr. Hill? — On a thing like this it 
is very, very difficult. 

5128. (President): In point of fact, Mr. Hill, if one took 
33y per cent, it would make very little difference, would 
it? — There would not be much difference. 

5129. It would be £5'4m., or £5-3m.-plus? — Yes, it 
would be very little different. 

5130. (Mr. Fay): On the last page of your evidence, at 
Question 3822, the learned President put to you: 
“ . , . where it was impossible to apply a mathematical 
computation, you would think that a 5 per cent, propor- 
tion would roughly represent what London Lines should 
bear out of the total for British Railways ”, and you said 
“ Yes ”?— Yes. 

5131. I want to ask you this upon that matter : the 5 per 
cent, was, in fact, the relationship of the gross receipts 
of British Railways and London Lines, was it not? — Yes ; 
that would be about 1951 or 1952. 

5132. If one re-worked it on the gross receipts, it would 
come out, I am told, at 5^ per cent.? — I should not be 
at aU surprised. 

5133. I suggest that to you? — I think it would, because 
the rates on London Lines have been kept up more than 
the rates on British Railways as a whole. 

5134. (President): But the test or criterion was the 
comparison between working expenses, which would be a 
known figure for London Lines, with total working 
expenses British Railways? — That was its origin, was it. 
Sir? 

5135. I thought it was? — I am straining my recollection 
as to its origin. I have a distinct recollection of using 
the 5 per cent., but I do not remember whether it had its 
origin with reference to working expenses or receipts. 

5136. (President): I am straining my memory also. We 
can easily find out. 

(Mr. Fay) : It would be a safer test to take receipts, 
would it not, because you know those reasonably 
accurately? — Yes, but it would not necessarily give you a 
figure you could use in relation to a thing like this. After 
all, London Lines is, as near as makes no matter, paying 
its way and British Railways are not and, therefore, to 
take it on receipts might be a little distorting. 

5137. Because if you take it on expenses you are per- 
forming the operation of going round in a circle which 
my learned friend Sir Milner thought was very wrong 
when done by Mr. Winchester. Of course, you have 
already done it in your Central Charges calculation? — 
No, I did not argue in a circle, I did it algebraically. 

Milner Holland. 

that basis and find out the fraction of them which is 
represented by line 1 over line 8? — Yes. 

5142. On the basis which is set out in SWH 5 which you 
now say is mare accurate and more complete, you would 
take the fraction including, not only fixed assets, but Stores 
and Materials, accumulated surpluses and deficits, and 
adjust for the Maintenance Equalisation Account? — Yes. 

5143. If you take out just one item, like Stores and 
Materials, you do not get an accurate result? — No. 

5144. Mathematically, if you take line 1 over line 8 as 
your fraction, the figures for the London Transport 
proportion to Central Charges would in broad principle 
be lower than they are in your table? — I have not worked 
that out, but I could quickly do so. 

5145. Let us take 1953 and 1954. since Mr. Fay directed 
his questions merely to them. Line 1 over line 8 is 
obviously about one eleventh, and one eleventh of £53-4m. 
is less than £5'3m.? — Yes. 

5146. In 1954 it is less than one tenth; there again 
your proportion of Central Charges would come to less 
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than £5-4m. on that basis? — Yes, that is quite so ; I can 
see it at a glance now. 

5147. I just want to understand your reaction to Mr. 
Fay’s questions. If you take out line 2, you must take 
out all the others and return to the fixed assets compari- 
son? — Yes. 

5148. You cannot just take one line out and see what 
happened on that? — No. 

5149. That is what I think he sought to do. The 
other major question 1 wanted to put to you was this : 
I do not know whether the Tribunal will feel that it is 
a useful exercise, but are you able to work out what, 
on the basis of Table SWH 5, would have been the 
proportion to Central Charges attributable to British 
Railways? I do not want you necessarily to do it at 
this moment, but can you do it? — Yes, it can be done, 
but one has first of all to know the Stores and Materials 
for British Railways, which are not separately shown in 
the accounts ; and one has, of course, to decide what 
the accumulated deficit is for British Railways as distinct 
from the accumulated deficit for the British Transport 
Commission. The same sort of thing as is done here 
could, I think, be done if one had the Stores and Materials 
figure for each of those years and the balance on the 
Repairs and Maintenance Account referable to the 
British Transport Commission for each year ; if one had 
those two, one could get the deficit, write that back 
again and complete the whole picture. 

5150. Yes, and perform the exercise performed in 

SWH 5? — Yes. I did a little calculation here, but I 

was just guessing the stores at £90m. for British Rail- 
ways — 

5151. {President)'. Was that at vesting date? — No, Sir, 
in 1956 and 1957. I was just guessing the stores at 
£90m. for British Railways, and taking the deficit of 
British Railways, not ascertained on this method, but 
just the aggregate deficit charged to the Special Account 
on the assumption that that was about the deficit, and 
1 get a figure of nearly £50m. instead of £41m. 

5152. {Sir Milner Holland)'. But that is only rough? — 
It is frightfully rough. I do not know about that stores 
figure and I do not know about the deficit figure, but it 
could be done ; one could work it out. 

5153. But you have not the material on which you 
could work it out? — Not in my possession at the moment. 

5154. And your stores figure for 1956 takes the total 
stores at £109m., less £4m. attributable to London Trans- 
port, which is £105m. ; that attributes to British Railways 
£90m., leaving £15m. to the other activities excluding 
London? — Yes ; that cannot be right. 

5155. No; I just wanted to see what was involved. 
And the larger the figure of stores for British Railways, 
the larger is the enumerator of the fraction? — That is so. 

5156. And the larger therefore the proportion of con- 
tribution to Central Charges? — ^That is so. 

5157. So that under and over estimate of the stores 
would not lead to too large an attribution of Central 
Charges to British Railways? — Yes ; it will be noted that 
there has been a very big increase in the stores of 
British Railways in 1957 over 1956 ; whether that is 
from expansion of the railways I do not know, but there 
was a large increase in the previous year too. 

5158. And there was a large jump from 1951 to 1952? 
— Yes, and it came down again. 

5159. But on an assumption of stores of £90m. and 
the deficit figure which is shown in the accounts, that 
would show something of the order of nearly £50m. on 
this basis as the appropriate attribution to Central Charges, 
British Railways? — Yes, and using the figure which Mr. 
Winchester said was the British Railways’ share of the 
Maintenance Account ; I have no independent figure. 



5160. You have that figure from Mr. Winchester? — 
Yes, but only for the last two years. 

5161. {President): I think I have only two questions for 
you, Mr. Hill. An incidental merit of the method adopted 
in SWH 5 is this, is it not, that you take no account 
of one of two items which has been disputed in the 
past, namely, the surplus lands? — No, Sir. 

5162. You take no account of that at all? — No. 

5163. Nor do you take account of the second item 
which was in dispute up to 1953, namely, the interest 
receipts by the Transport Commission? — Ah! You do 
take account of that. Sir, because they are now brought 
into the credit of the Central Charges, whereas they were 
previously treated as a sort of subsidiary activity. 

5164. But I want to know where on your table you 

are taking some credit in respect of the interest receipts 
of the British Transport Commission ; 1 was not clear 
about that? — They are allowed for in line 15, Sir, or, 
if one looks at the first table. Table 4, at line 7 

5165. Those are the amounts which represent, so to 
speak, investment interest by the Transport Commission? 
— Yes, that is so, and bank interest as well. 

5166. So you have, so to speak, taken credit for that 
item in your figure for the total Central Charges? — That 
is so. Sir, and nowadays it is so shown in the accounts. 

5167. Yes, I know that; that is since our Decision of 
1953, is it not? — I think it is. 

5168. It was disputed up to that time, and it is a matter 
we shall have to consider, whether on this basis you 
are entitled to bring into account a portion of the interest 
received by the British Transport Commission, which is 
nothing whatever to do with London Transport? — It is 
the investment of surplus funds, whether they be capital 
or revenue, or whatever they may be. 

5169. By the Transport Commission? — Yes. 

5170. It is not part of the charges ; it is not, so to 
speak, a real deduction from the expenses they have 
incurred in remunerating the capital invested? — 1 think 
with respect. Sir, it is for the greater part. It only 
arises from the fact that the British Transport Commission 
as a whole have unspent, monies which are temporarily 
left in the bank to earn interest or temporarily invested. 
The charges on that capital money are in the charge for 
interest — the big item, the debit — and the other is just 
their earnings pending its full use in fixed assets. I think 
it is of a kind that is correctly brought into credit if 
there is brought into credit the whole of the charges on 
the capital ; it is just investment of those unused funds 
over ithe year. 

5171. We are committed, so far as we ever regard 
ourselves as being committed to anything, to allowing it 
on the fully global approach which we followed in 1953? 
— Yes, Sir. 

5172. We expressly held there — we shall have to think 
about that — that it may be. This, approach of yours ir. 
SWH 5 is a new approach this time, is it not? — Yes, 
Sir. 

5173. We shall have to consider whether the same con- 
siderations apply? — Yes, Sir. 

5174. This is global with a difference, is it not? — 
“ Refined global ”, if you like. Sir ! 

{President) : Very well, we shall consider that. That is 
all I want to ask. 

{Mr. Fay): May 1 put one point to Mr. Hill which 
really arises out of my learned friend’s re-examination ; 
it is just to clear my mind? 

{President) : Yes, certainly. 



Further cross-examined by Mr. Fay. 



5175. You have said that if you apply your new 
approach — your SWH 5 approach — ^to British Railways 
you get a figure of £50m.? — Yes. 

5176. That is your rough calculation ; 1 appreciate that 
it is your rough calculation with a lot of ' assumptions? 
— Yes. 



5177. That figure is, in fact, the reflection of all the 
investment in British Railways whether remunerated by 
interest transferred to Special Account or not? — I have 
made the adjustment to Special Account. 

5178. You see. if you look at Table SWH 4. at the 
bottom right-hand of that table, you have rightly taken 
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off the total Central Charges the amounts representing 
interest which are 'transferred to Special Account? — ^Yes. 

5179. That Is £6^m.7 — Yes. 

5180. That f6im..is remunerated capital invested in 
assets of British Railways, is it not? — Yes. 

5181. Assets figuring in your calculations? — Yes. 

5182. So your figure of £50m. has to be set against the 
figure in the accounts of £41m. plus this £6m? — No, I do 
not think so. Perhaps it would avoid difficulty if I were 
to tell you how I did it, just on the last year. I will give 
you the beginning-of-year and end-of-year figures: Fixed 
assets, £1,342,000, and then £1,426,000; Stores £90m ; 
accumulated deficit,. £127m. and £202m. ; share of Main- 
tenance Equalisation Fund Credit, £197m. and £215m. 
That gave me two net figures of £1,362,000 and £1,503,000. 
Adjusted for the mean advances so as to deal with this 
element, you have 'mentioned, £5m. and £121m. and you 
get £1,357,000— 



5183. You have taken out the advances? — Yes. 

5184. And that is the answer? — And £1,382,000. The 

average of that is £1,470,000, and 'that would give just 
under £50m., I think. I beg your pardon ; it is 137 

[President): Mr. Fay, this is an extremely difficult 

matter to get on the shorthand note; if you would like 
to have this information, I will ask for Mr. Hill to put 
this rough calculation into figures and ha'ud it in. 

[Mr. Fay) : I think it would be of assistance 'to those 
instructing me. Sir ; the only point is whether we should 
compare this with £41m. or with £41m. plus £6m. Mr. 
Hill says that we should compare it with the £41m. 

[The Witness) : I make it £48m. now. 

[President) : Very well ; perhaps you would put it down 
on paper and then it can be printed. 

That is all we are gO'ing to do tO'day ; Mr. Lawso-n will 
be cross-examined tomorrow morning? 

[Mr. Fay) : Yes, Sir. 



[The witness withdrew.) 
[Adjourned until tomorrow morning at 10.30.) 
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In accordance with the Notice lodged on their behalf 
on the Ninth day of October, 1958, The Mayor Aldermen 
and Burgesses of the County Borough of Southend-on- 
Sea oppose this application on the following grounds and 
make observations upon it as under: — 

1. That the maximum rates which the proposed 
Scheme would enable the Commission to charge in 
respect of the following are excessive and unreason- 
able : — 

(i) Carriage of Passengers by Rail, maximum single 
and return fares. 

(ii) Carriage of Passengers by Rail, maximum season 
ticket rates. 

(iii) Carriage of Passengers’ luggage by Rail, maxi- 
mum excess luggage charges. 

2. That there is no case for raising the maximum 
charges beyond their present level and if the proposed 
maximum increases in charges are applied far from 
increasing the income of the Commission the result might 
be an actual reduction in income. The increase would 
tend to discourage the use of the railways by the public 
and lead to their using alternative means of transport or 
seeking housing accommodation nearer to their place 
of work. 'It is submitted that the assumed losses for 
discounted yields shown in Exhibit BH 15 appendices 
are unrealistic. 

3. The Commission should not be authorised to charge 
higher maximum charges than they can justify making 
having regard to their existing financial position. Whilst 
they state they are not at the present' time proposing to 
apply the maximum charges sought, to give them the 
“ hea'd-room ” for which they ask would enable them 
to raise fares at their own discretion without having to 
justify their action to the Transport Tribunal. The 
Transport Tribunal would be surrendering a discretion 
properly vested in them to determine future charges 
according to the circumstances from time to time prevail- 
ing and the persons and bodies concerned would be 
deprived of their rights of objection, having regard to 
the varied conditions. 

4. The anomaly created by the 1954 Scheme whereby 
the monthly season ticket rates between Southend Station 



and Fenchurch Street are 2s. in excess of the rates for 
similar distances on British Railways (other than London 
lines) and corresponding excess rates on season tickets 
for other periods still exist, and as the Scheme stands 
it is left to the decision of the Commission whether 
this unfair distinction should continue. 

5. Southend has developed as a dormitory town for 
London workers largely by reason of cheap fares in 
times past. The raising of fares, particularly season 
tickets to a high level, will result in large numbers of 
city workers seeking living accommodation nearer 
London, particularly now the housing position is easier 
and people are better able to move. 

6. As a seaside resort, Southend spends considerable 
sums in advertising to encourage visitors from the north 
and Midlands. The proposed increase in railway fares 
will in many cases be a deciding factor in people 
selecting more accessible northern and eastern seaside 
resorts for their holidays with consequent loss to the 
Borough and loss of long-distance travel to the Railway. 

7. The proposed Scheme would relieve the Commission 
of the obligation to charge early morning fares at rates 
below those for ordinary fares. 

8. Southend residents pay more for early morning 
fares than those operative for comparable distances on 
British Railways (other than Londo'n lines). The present 
excess between Southend and Fenchurch Street is 5d. 

9. Any increase in or withdrawal of early morning 
fares will tend to aggravate the peak travel problem. At 
present many travellers leave Southend earlier than they 
need (to arrive by the prescribed time) in order to have 
the advantage of Early Morning Returns. 

10. That no provision is made in the Scheme to ensure 
that the fares between Liverpool Street and Southend 
(Victoria) will remain no higher than those between 
Fenchurch Street and Southend (Central). 

11. In the past the Commission have equated the fares 
between Southend and the two London Staftions and tickets 
have been available on either line. This has proved of 
great help to the public particularly during periods when 
one or other line has been unusable by reason of break- 
down or flooding. 
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With the future dislocation which will inevitably be 
caused from time to time by the work of electrification 
of the Fenchurch Street to ShoSburyness line, assurance 
is sought that the alternative route will be available as 
hitherto on an interchangeable ticket with no additional 
charge. 

With these considerations in mind representation is 
made on behalf of The Mayor Aldermen and Burgesses 
of the said County Borough that the application be dis- 
allowed on the grounds — • 

(i) that the existing maximum rates for single and 
return fares, season tickets and excess luggage have 
already reached the point of maximum returns, should 
not be further raised, and the Scheme is therefore 
unnecessary ; 

(ii) that if the Tribunal do not see fit to disallow the 
■application then the draft Scheme should be varied 
to secure that any increases allowed should be limited 
to those required to meet existing needs and no “ head- 
room ” should be authorised for possible future 
requirements ; 

(iii) that in the event of any increase being allowed 
in (a) Season ticket rates and/or (h) early morning 
fares, such increase or increases should not apply to 
the London lines until those rates charged for British 
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Railways (other than London lines) are brought up to 
the existing level for London lines ; 

(iv) that the obligation on the Commission to charge 
early morning fares at rates below those for ordinary 
fares be continued ; 

(v) that if the application for “ head-room ” be con- 
ceded the Commission should be restricted as to the 
percentage increase they could apply during any stated 
period, e.g., say not more than 10 per cent, of the 
permitted increase in any one year ; 

(vi) that provision be made to ensure that the fares 
between Liverpool Street and Southend (Victoria) (both 
directions) will remain no higher than those between 
Fenchurch Street and Southend (Central) (both 
directions). 

The said Mayor Aldermen and Burgesses of the 
County Borough of Southend-on-Sea .represent the 
interests of the inhabitants of, and visitors to, the said 
County Borough. 

Lodged this 18th day of February, 1959. 

(Signed) Archibald Glen, Town Clerk. 

Municipal Buildings, 

Clarence Road, 

Southend-on-Sea. 



CORRIGENDA 

Proceedings, Eighth Day — Friday, 6th February, 1959 

Page 175, column 1, Question 2298, line 6 — for “ Workings ” read “ undertakings ” 
Page 178, column 1, Question 2377, line 5 — for “ one ” read “ comparison ” 

Page 179, column 2, Question 2407, line 7 — after “ situated ” insert “ for a seat ” 

Page 181, column 2, Question 2457, line 14 — for “ hire ” read “ car ” 

Page 182, column 2, Question 2495, line 3 — for “ over ” read “ at ” 

Page 183, column 1, Question 2503, fine 6 — ^for “ 52 ” read “ 25 ” 

Proceedings, Thirteenth Day— Tuesday, 17th February, 1959 

Page 284, column 1, Question 4299, line 6 — for “ £14 -2m.” read “ £40 •2m.” 
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